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REGULATORY RESPONSE TO THE BCCI AFFAIR 


WEDNESDAY, FEBRUARY 19, 1992 
U.S. Senate, 

Subcommittee on Terrorism, Narcotics, and 

International Operations 
of the Committee on Foreign Relations, 

Washington, DC. 

The subcommittee convened, pursuant to notice, at 2:05 p.m., in 
room SD-419, Dirksen Senate Office Building, Hon. John F. Kerry 
(chairman of the subcommittee) presiding. 

Present: Senators Kerry and Brown. 

Senator Kerry. This hearing of the Subcommittee on Narcotics, 
Terrorism, and International Operations will come to order. 

This hearing marks the tenth public hearing that the subcom- 
mittee has conducted on the scandal of BCCI and questions arising 
out of that bank’s operations here in the United States and else- 
where. The witnesses today are Mr. Joseph Vaez, Senior Bank Ex- 
aminer at the OCC, Mr. Robert Bench, former Deputy Comptroller 
of the Currency and now a principal at Price, Waterhouse, and 
Douglas Mulholland, the Director of Research and Intelligence at 
the State Department. 

Each of these people are experienced and capable individuals. All 
of them have devoted many years of their professional lives to 
public service and we appreciate their presence here today. 

The focus today is the question of what information certain agen- 
cies of our Government had regarding BCCI and the question of 
what those agencies did or did not do, depending on what they 
knew at the time. 

What we hope to gain today is a better understanding of how 
drug money laundering from a foreign bank entered the United 
States, and permitted this bank, notwithstanding certain informa- 
tion, to do what it did and most particularly to secretly acquire sev- 
eral financial institutions, including the largest bank holding com- 
pany in the Nation’s capital. 

Two memoranda, one created at the OCC in 1978 and one created 
at the CIA in early 1985, will today provide new evidence that indi- 
viduals and agencies in our Government knew a great deal more 
than many of us thought about BCCI and they knew it at a much 
earlier date than has previously been shown. 

We have been pulling information over a period of a couple of 
years now or more. It is regrettable that it seems to dribble out in 
the way that it does. There is a history here of documents surfac- 
ing at some later date that contradict assertions that are made at 
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an earlier date by people who had reason to know of the existence 
of those documents at the time the earlier assertions were made. 

Mr. Vaez of the OCC audited the Bank of America in 1978. He 
wrote a memorandum at that time on BCCI, an excellent memo- 
randum, I might add, which we will release to the public today, 
and at that time the Bank of America had a large investment in 
BCCI. 

In his memorandum, Mr. Vaez laid out in extraordinary detail 
the problems with BCCI, its nominee relationships, its bad loans, 
its shoddy management practices. This memo of 1978 laid out what 
many of us were shocked to find 10 years or more later. If you read 
this memo without the date, you might in fact have thought you 
were reading a memo about today’s bank. 

So 14 years ago Mr. Vaez saw the dark future of BCCI and he 
sounded an alarm bell. The memo makes it clear that if the Bank 
of America had not decided to voluntarily sever its links to BCCI in 
1978, the OCC was ready to force the Bank of America out of BCCI. 

The second memorandum was created by the CIA. The subcom- 
mittee has not seen this memorandum, so we don’t know the de- 
tails of what was in it. But we do know it was considered important 
enough by the intelligence liaison at the Treasury Department to 
have shown it then to the then Secretary, Donald Regan. We also 
know that the memo was shown to Mr. Bench, who is testifying 
today, who was Deputy Comptroller at the time, who believed it 
was important enough to have taken some action. 

Today, however, Mr. Bench has been unable to tell us precisely 
what was in the memo or what action he took because the CIA con- 
siders both the memo’s substance and Mr. Bench’s action a classi- 
fied matter. I must say, I don’t understand how his action might 
jeopardize sources and methods, but we will discuss that at a later 
point. 

We also plan to ask questions regarding a disturbing aspect of 
these two memoranda. Specifically, both of these memos apparent- 
ly disappeared. Mr. Vaez’ memo was not contained in the OCC’s 
files. It is only available to us today because Mr. Vaez had the good 
sense to keep a copy in his personal files and he sent it to the OCC 
last summer when the agency issued an all-points bulletin for 
BCCI-related memoranda. Before that, his key memo about BCCI 
was missing from Government files for years, perhaps since the 
time of its creation. 

Prior to last August, when Mr. Vaez had located the memo and 
sent it to OCC, none of the regulators trying to deal with the BCCI 
problems, including the Federal Reserve, even knew of the exist- 
ence of this memo, let alone had an opportunity to read it. We per- 
sonally on this committee did not learn of the existence of the 
memo until last month, when my staff went to the OCC and re- 
viewed its files and after learning of the memo’s existence we 
asked OCC to provide it to us. The OCC refused. As a result, the 
committee has voted unanimously to subpoena that memorandum 
from OCC in order that it would be available to the committee 
today. 

I must say that congressional oversight is not facilitated when a 
congressional committee is forced by the executive branch to issue 
a subpoena for a routine document. It certainly raises questions 
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about whether or not OCC felt there was reason that they had 
something to keep from the public view. 

The second memo, the CIA memo, has also apparently disap- 
peared. The Treasury Department says it cannot locate the docu- 
ment, the CIA says it cannot locate the document, yet although the 
document itself is missing, by order of the CIA any reference to its 
substance remains classified, so Mr. Bench, who is the only person 
who seems to have any recollection about it, has been barred by 
the CIA from discussing the contents of the 1985 memo about 
BCCI. 

I do not have to underscore how — on its face how seemingly in- 
sulting as well as ridiculous such a position is to a duly constituted 
investigative effort of the United States Congress. Having just re- 
turned from 5 days in Moscow with Senator Smith, where we were 
seeking information on POW-MIA files, to find Russian authorities 
who literally let us walk into the archives of the KGB and who are 
providing heretofore unseen materials which involve culpability of 
the former Soviet Union’s officials in various activities, it is rather 
remarkable to us not to be able to get cooperation from our own 
agencies on an issue like this. 

What is very sad also is the fact that we have been told before 
that the CIA memoranda on BCCI did not exist, when in fact it did 
exist. We were then told that only two memoranda existed, only to 
later learn that several hundred memos existed. 

We have been told that the CIA had a very limited relationship 
with BCCI, but recently we have learned that a former head of the 
CIA, Mr. Richard Helms, who headed the CIA when BCCI was 
founded, aided BCCI in its attempt to take over First American in 
1978. The former Director of the CIA actually advised a BCCI front 
man on the correct language to send to Clark Clifford to make sure 
that that front man would not be at risk as a result of acting as a 
nominee for BCCI. 

I cannot help but state that this raises a question of whether this 
former Director of the CIA may have assisted BCCI in its initial 
take-over effort from the very beginning. It is a question — there is 
no answer, but it is a question the committee deserves to have 
access to information to be able to resolve. 

We have had two hearings with the CIA to date. One was open 
and one was closed. Again, I think it is fair to say the committee 
was disappointed. We heard very little in the closed hearing that 
all of us felt could not have been stated in an open hearing, and all 
of us are sensitive to the fact that you have to protect sources and 
methods. There is not one of us who wants to compromise that, but 
the very fact is that Mr. Richard Kerr, then acting director of the 
CIA, admitted himself in the closed hearing that he had withheld 
information in public not because it was classified but simply be- 
cause he personally did not believe that revealing the material was 
in the interests of our Government and that it might embarrass 
someone. 

So again I say that it seems to me that it is well time for the CIA 
to not make its own rules like that, and I know that Director 
Robert Gates, with whom we are meeting later this afternoon, does 
not want that to be the policy. In fact, I understand from David 
Boren — from Senator Boren that he is poised to announce an entire 
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new open policy with respect to documents, but clearly this com- 
mittee has yet to see that spirit of full openness with respect to the 
questions that remain for us. 

Again, I want to express my thanks to Senator Brown, who has 
been not only a colleague but an ally in the effort to try to pursue 
these kinds of questions and have a full accounting of BCCI's crimi- 
nal activity. Just last week, BCCI's liquidators with whom I have 
met finally waived the attorney- client privilege pertaining to 
BCCI, and hopefully that waiver, a copy of which we will place in 
today's record, will produce substantially more information to the 
committee. 

So without further statement, let me turn to the ranking minori- 
ty member, Senator Brown. 

[The information referred to follows:] 

Nussbaum & Wald, 

Washington, DC., 
February 14, 1992. 


Hon. John F. Kerry, 

Chairman , Subcommittee on Terrorism, Narcotics and 
International Operations, 

Washington, DC. 

Dear Mr. Chairman: This responds to requests from the Subcommittee, that our 
clients — the Court Appointed Fiduciaries for BCCI Holdings (Luxembourg), S.A., the 
Bank of Credit and Commerce International, S.A. and the Bank of Credit and Com- 
merce International (Overseas) Limited — waive certain privileges possessed by BCCI. 

In that connection, we are pleased to enclose a copy of letter dated February 23, 
1992 to Robert S. Mueller III, Assistant Attorney General, Criminal Division, from 
Michael Nussbaum, Counsel to the Court Appointed Fiduciaries. The letter, execut- 
ed in accordance with provisions of the Plea Agreement, between the Department of 
Justice, the BCCI defendants and others, provides a waiver of privileges and work 
product protection possessed by the BCCI defendants. 

We trust the attached letter will be of assistance to the Subcommittee in its inves- 
tigations and wish to assure you of our clients' continuing cooperation consistent 
with their authority, capacity and legal responsibility. 

Sincerely, 


Benjamin L. Zelenko. 


Enclosure: (2) 


Nussbaum & Wald, 

Washington, DC., 
February 13, 1992. 

Robert S. Mueller III, 

Assistant Attorney General, Criminal Division, 

U.S. Department of Justice, 

Washington, DC. 

Re: Implementation of BCCI Plea Agreement 

Dear Mr. Mueller: We represent the Court Appointed Fiduciaries for BCCI 
Holdings (Luxembourg), S.A., Bank of Credit and Commerce International, S.A., 
Bank of Credit and Commerce International (Overseas) Limited and International 
Credit and Investment Company (Overseas) Limited (hereinafter “the BCCI defend- 
ants"). 

In accordance with Paragraph 17 of the Plea Agreement executed December 19, 
1991 between the Department of Justice, the Court Appointed Fiduciaries hereby 
waive privileges possessed by the BCCI defendants, including the attorney-client 
privilege, the accountant-client privilege and work product protection with respect 
to all documents and other information existing and communications made, as of 
July 5, 1991. We do not in this regard that the Court Appointed Fiduciaries lack of 
power to waive banker customer confidentiality where such confidentiality exists, 
because such confidentiality belongs to the customer rather than the bank. We note 
further that the waiver of attorney-client privilege and work product is intended to 
be for the benefit of governmental authorities only. 
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You are authorized to disclose this letter to any court, and to any person possess- 
ing such documents or information. We represent to you that this waiver letter is 
being delivered to you with the authorization of the Court Appointed Fiduciaries. 

Sincerely, 

Michael Nussbaum, 

Counsel to the Court Appointed Fiduciaries. 

Senator Brown. Thank you, Mr. Chairman. I want to thank you 
for calling this hearing. It would seem to me it is particularly im- 
portant for us to followup on what appears to be a breakdown in 
the system, a system where information that was important and 
significant appeared to be available and was not passed on to the 
right authorities. 

The real results of these hearings will come in changes in legisla- 
tion and in procedures that will greater protect the public and im- 
prove the kind of service we offer. That has already been the case, 
as there have been three or four amendments that have been of- 
fered and adopted in a variety of forums and forms for improve- 
ment of the banking system. We think there is still work to do in 
that area, so the product of this hearing is a real and tangible 
change in the system. 

Sometimes the system works well. Such a case occurred in 1978, 
when Robert Bench, who was then head of the OCC’s International 
Division, noticed some magazine articles and other information 
that raised his interest and concern about BCCI. This early work 
made a real difference, because he took the step of asking that 
these concerns be looked into. 

The report that came out as a result concerning BCCI played a 
key role, as the chairman has already outlined, in Bank of Ameri- 
can distancing itself from BCCI, not allowing its good reputation to 
be used by this particular entity, and selling its stock in BCCI. 

But that report contained startling, revealing information, infor- 
mation that indicated almost a quarter of BCCI’s assets were either 
lost or doubtful or substandard, that BCCI’s records were grossly 
inadequate, that BCCI lent money based on personal relationships 
with clients, even booking loans before they were reported to the 
board of directors, that BCCI’s affiliate group, ICIC, borrowed ex- 
tensively from BCCI on an unsecured basis with inadequate docu- 
mentation, that some of the ICIC shareholders were nominees, and 
that BCCI’s reissue of liabilities to capital was an astounding 33 to 
1 . 

What is even more astounding is that this information apparent- 
ly was generated in 1978, and resulted in positive action. What I 
think is of concern to this committee is understanding where there 
was a breakdown of the system. Here is an example of where the 
system worked. Someone was on the ball, following up on informa- 
tion and leads that they had read about, which resulted in a proper 
investigation and a report that was amazingly revealing, exposing 
the patterns that BCCI would use for years to come. 

Yet somehow the system did not work well after that. That 
memo was not used as a point of reference for future consider- 
ations for BCCI, and the presence of at least two memos by the CIA 
apparently did not reach the proper people or invigorate action. 

The bottom line in this hearing is going to come in two areas, 
No. 1, to discover exactly the contents of what those warnings 
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were, and No. 2, to find out why they did not reach the proper au- 
thorities so they could be acted upon: 

I hope these revelations will lead to a change in the way the CIA 
operates, the Treasury operates, and other banking regulators op- 
erate so that we can be certain that this never happens again. 
What we are talking about making sure never happens again is not 
just BCCI’s criminal activity, but we are talking about making sure 
that when information is available about fraudulent activities by 
banks, that that information is forwarded to the right authorities 
and that those authorities respond to it. 

Mr. Chairman, I look forward to these deliberations. I think they 
will provide a key link in understanding the phenomenon of BCCI. 

Senator Kerry. Thank you very much, Senator Brown. If I could 
ask you gentlemen now to stand so that I can swear you in, we will 
proceed with your opening statements. Would you raise your right 
hands? 

Do you swear to tell the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Vaez. We do. 

Mr. Bench. We do. 

Mr. Mulholland. We do. 

Senator Kerry. Did you say we do? I do, I presume. You are 
vouching for each of the others. 

Gentlemen, we will be happy to receive your statements. Secre- 
tary Mulholland, I think you have an opening statement, am I cor- 
rect? 

Mr. Mulholland. Yes, I do. 

Senator Kerry. I do not know, Mr. Vaez or Mr. Bench, if you do, 
but we welcome now your opening statements. 

STATEMENT OF DOUGLAS P. MULHOLLAND, ASSISTANT SECRE- 
TARY FOR INTELLIGENCE AND RESEARCH, DEPARTMENT OF 

STATE 

Mr. Mulholland. Thank you, Mr. Chairman and members of 
the subcommittee. I am Douglas Mulholland, Assistant Secretary of 
State for Intelligence and Research, and I am pleased to be here 
today to provide the subcommittee with information related to 
your investigation of the Bank of Credit and Commerce Interna- 
tional. 

From 1982 to 1987, 1 served as special assistant for national secu- 
rity to the Secretary of the Treasury. In that capacity, I was re- 
sponsible for providing the intelligence information and support to 
the Secretary and principal officers in the Treasury Department. 

More specifically, I directed the department’s office of intelli- 
gence support, which was responsible for the following: ensuring 
that the Secretary and other senior policy officials received rele- 
vant intelligence information in a usable form and on a timely 
basis. 

Second, communicating to the intelligence community the De- 
partment’s requirements for collection and analysis of information. 

Third, contributing information and analysis to national intelli- 
gence products, and fourth, representing the interest of Treasury 
in intelligence deliberations and decisions. 
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I would add that I was not responsible for producing substantive 
analysis of intelligence information. Most importantly, I never dis- 
seminated or coordinated or controlled the dissemination of intelli- 
gence information beyond the Treasury Department. The latter 
task is solely the responsibility of the agency within the intelli- 
gence community that produced the information. 

I have a very limited memory of any specific documents, discus- 
sions, or events relating to BCCI, including any information that 
may have been introduced by the intelligence community during 
the mid-1980’s. 

Although I may well have discussed sensitive information on 
BCCI with senior department officials, including then-Secretary 
Donald Regan, that was not such an unusual experience as to in- 
grain such a discussion in my mind. In fact, my office received and 
processed literally thousands of pieces of information each week on 
a multitude of subjects, and I met with Secretary Regan on a rou- 
tine basis. 

As to other matters, though I may have no personal recollection, 
I am aware of certain secondary documents pertaining to BCCI and 
BCCI-related intelligence information that purport to record events 
and conversations in connection with the dissemination of such in- 
formation. 

I cannot vouch for the accuracy or completeness of these docu- 
ments, but portions appear to be plausible. In my testimony, and as 
appropriate in response to your questions, I will try to make clear 
this distinction in order to avoid any suggestion that my personal 
recollection exceeds the fairly minimal level of recall which I have 
just mentioned. 

With regard to BCCI, I recall only receiving one report during 
my time at the Treasury. I do not recall the date that I received it, 
but a secondary document produced by CIA indicates that it was in 
mid-January 1985. The report was hand carried to me by a CIA of- 
ficer who emphasized the sensitivity of the report. 

I also recall this report because of its unusual format. The report 
lacked any heading or identifying numbers, and was typed on a 
plain piece of paper. One substantive aspect of the report struck 
me as particularly surprising, but because this information was 
produced and remains controlled by CIA, I am unable to discuss 
with you today any of the substance. 

Senator Kerry. When you say it remains controlled by CIA, 
what does that mean? 

Mr. Mulholland. It means it is a CIA produced document and 
report, and it is for CIA to make any decisions regarding the dis- 
semination or release of this information. 

Senator Kerry. Have you requested that they release it? 

Mr. Mulholland. No, I have not. 

Senator Kerry. Is there any reason why not? 

Mr. Mulholland. Is there any reason why I should? It would 
seem to me it is the committee that wants the document. I have 
seen secondary sources which summarize the document, which, as I 
recall, seem reasonably accurate. 

Senator Kerry. Would you have any objection to it being declas- 
sified? 
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Mr. Mulholland. I have no objection to the committee seeing 
the report. Now it is up to CIA to make that decision however, Sen- 
ator. 

Senator Kerry. Well, is there not an interagency process by 
which this decision is made? 

Mr. Mulholland. No, the originating agency controls the docu- 
ment. 

Senator Kerry. OK, thanks. 

Mr. Mulholland. All right. After receiving this report, I can 
state that based on my practice 

Senator Kerry. Can I interrupt you for just one second? 

Mr. Mulholland. Sure. 

Senator Kerry. The document is missing, correct? 

Mr. Mulholland. It is my understanding that there is no copy of 
the document. That is correct. 

Senator Kerry. Now, if there is no copy of the document, then 
there is really no document for them to, quote, release. 

Mr. Mulholland. Well, there is, as I understand, a secondary 
source which summarizes portions of what was purported to be the 
report. 

Senator Kerry. OK. 

Mr. Mulholland. After receiving this kind of report, I can state 
that based on my practice I would have proceeded to determine the 
appropriate officers within Treasury who ought to see it. And after 
having done so, I would ensure that they were shown the report as 
soon as possible. 

I have no personal recollection of anything relating to the report 
beyond what I have just stated. I understand that neither Treasury 
nor CIA, as I mentioned earlier, have been able to locate a copy of 
the report that was shown to me. However, I am aware of certain 
secondary documents that indicate that after receiving the report, I 
showed it to then-Secretary Regan and that we decided it should be 
shown to a senior official in the Office of the Comptroller of the 
Currency. 

This is quite plausible, given the unusual nature of the report. 
But I cannot state from personal recollection that I showed the re- 
porter to Secretary Regan. Assuming for the moment that our deci- 
sion was indeed to show this report to the Comptroller’s Office, I 
can tell you that during this period my principal contact at the 
OCC was Bob Bench, who was one of the senior OCC officials re- 
sponsible for international banking matters. 

I would likely have shown the report to Mr. Bench along with 
other intelligence information during one of his frequent, at least 
once a week, visits to Treasury to review information held for him. 
But again, I cannot testify on the basis of my personal recollection 
as to having shown the report to Mr. Bench or as to discussing the 
report or any aspects of BCCI’s operation with Mr. Bench or any 
other official from OCC. 

Subsequent to this early 1985 report, I do not recall ever seeing 
any follow-up reports on BCCI or BCCI-related activities during my 
tenure at Treasury. I understand that this subcommittee has a 
copy of a followup report on BCCI that has been designated by 
some as a 1986 report. I recently reviewed that document and I 
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have no recollection of ever having seen it during the period in 
which I was at the Treasury Department. 

Before I conclude my statement, I would like to address the ques- 
tion of whether or not the Central Intelligence Agency may have 
provided information on BCCI to the Treasury Department with 
the expectation that Treasury would pass such information to 
other agencies with the Federal Government, such as the Federal 
Reserve. I must disagree with any suggestion to this effect. 

CIA has sole responsibility for disseminating its intelligence to 
various agencies, including the Federal Reserve. My primary re- 
sponsibility at Treasury was to ensure that the intelligence dis- 
seminated to Treasury was provided to the appropriate officers 
within the department itself. Whenever an intelligence report in- 
volving some possible violation of law came to my attention, I 
would see that the appropriate office within the Treasury Depart- 
ment was shown the report. 

For example, if I were to receive a report on money laundering 
' or on illegal shipments of narcotics or firearms, I would make cer- 
tain that the appropriate enforcement bureau within Treasury saw 
the report. I would not nor was I ever expected to check to see 
whether such information was passed to DEA, the FBI, or other 
law enforcement offices outside of Treasury. 

Determining distribution to other agencies outside the Treasury 
was always the responsibility of the originating agency. If I were 
asked whether a particular report should be shown to another de- 
partment or agency, I would volunteer an opinion or make inquir- 
ies, but distribution of intelligence outside of Treasury was not my 
business. 

Within the bounds of applicable security considerations, I will be 
pleased to answer any questions that you may have on this matter. 
Thank you. 

Senator Kerry. Thank you very much, Mr. Secretary. Do you 
have an opening statement, Mr. Bench? 

Mr. Bench. I can make it brief or I can just submit one for the 
record. 

Senator Kerry. All right, we will put it in the record and then 
we will come to inquiry. 

[The prepared statement of Mr. Bench follows:] 

Prepared Statement op Robert R. Bench 

Good afternoon Mr. Chairman and members of the Subcommittee. My name is 
Robert Bench. I am a principal of the United States firm of Price Waterhouse where 
I serve as the National Director of the firm’s Regulatory Advisory Services. 

You have invited me to testify today about BCCI in relation to my work at the 
Office of the Comptroller of the Currency (OCC) and at Price Waterhouse. I am 
pleased to cooperate with the Subcommittee. I would like to begin by providing 
some background information about myself and my responsibilities, and then I will 
be happy to answer your questions. 

After graduating from Boston University in 1965 with a Bachelor of Science 
Degree in Business Administration, I began a 22-year career as a National Bank Ex- 
aminer at the OCC. In 1979, while I was on a sabbatical program from the OCC, I 
received a Masters degree in Public Administration from the Kennedy School at 
Harvard University. I am not an accountant or auditor and have not been trained 
as such. 

Upon graduation from college in 1965, 1 was hired by OCC as an Assistant Nation- 
al Bank Examiner in Boston. In 1970, I received a commission as National Bank 
Examiner. In 1972, I moved to Washington to become Assistant Director of OCC’s 
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growing International Division. The International Division was responsible for con- 
ducting overseas examinations of the expanding international activities of national 
banks, reviewing examination reports of U.S. banks’ international activities at their 
head offices, and for coordinating with the Federal Reserve on applications by 
United States banks to establish branches and make investments in other countries. 

After two years in that position, I was appointed Director of International Bank- 
ing at OCC. Nine months later, I was appointed Associate Deputy Comptroller of 
the Currency and Director of Human Resources. As Director of Human Resources, I 
was responsible for reorganizing OCC’s personnel function, including employee rela- 
tions, development, training, recruiting and compensation. 

In August 1977, I was appointed Associate Deputy Comptroller for International 
Banking, supervising a staff of approximately five in Washington and three in the 
OCC’s London office. I reported to the Chief National Bank Examiner. This Division 
supervised the examinations of the overseas branches and international depart- 
ments of some 100 national banks. Approximately 100 OCC bank examiners annual- 
ly conducted reviews in about 20 countries around the world. We also coordinated 
our supervision policies with the Federal Reserve, including coordination on applica- 
tions for branches and investments abroad. 

From June 1978 to September 1979, as I explained, I participated in the OCC 
career development program at Harvard University’s Kennedy School, where I con- 
centrated on international financial policy and capital markets. 

At the conclusion of my sabbatical in September 1979, I returned to Washington 
and became Assistant Chief National Bank Examiner and Deputy Director of OCC’s 
recently-created Multinational Banking Division. The OCC formed this division to 
focus supervisory responsibility for our largest national banks because of the in- 
creasing organizational and technical complexity in examining them. My basic role 
in the division was to concentrate on special projects, studies and multinational 
banking issues. 

In the fall of 1982, I became Deputy Comptroller of the Currency. I was asked to 
form a new unit for supervising the issues relating to loans to less developed coun- 
tries. During the next five years, I dealt extensively and almost exclusively with 
various regulatory and supervisory issues relating to LDC debt. Together with a 
staff of five, in coordination with other banking agencies, I was responsible for 
drafting and implementing policies and practices for supervising the debt. We draft- 
ed regulations and attended meetings with the Federal Reserve and between banks 
and borrowers as technical advisors. 

I also worked with bank supervisors in other countries on international banking 
and debt issues as well as participated in the Inter Agency Country Exposure 
Review Committee which examines the issues relating to LDC debt. LDC debt was 
my core responsibility. 

In connection with my new responsibilities, I was asked to obtain a higher level 
security clearance and began to receive additional intelligence information in vari- 
ous forms. Over the next five years, I received literally thousands of pages of classi- 
fied material. 

After 22 years with the OCC, I decided to leave government service, and I joined 
the United States firm of Price Waterhouse in October of 1987. The firm, as well as 
other major accounting firms, had identified a need to strengthen the support avail- 
able to its audit partners and its financial institution clients in their efforts to 
comply with increasingly complex bank supervisory requirements. That has been 
the focus of my practice responsibilities at the firm. 

Since joining Price Waterhouse, I have provided assistance to partners of the firm 
and many financial institution clients on U.S. bank supervisory matters and other 
aspects of international banking. In the course of this activity, I was asked to assist 
BCCI in the development of compliance procedures, primarily centered on efforts to 
strengthen internal controls. 

I would like to cooperate with this Subcommittee and to respond to any questions 
as completely as possible. However, as you know, I am under certain constraints 
which have been imposed upon me and which are not of my choosing. With respect 
to my work at OCC, I have been advised by the Treasury Department that I cannot 
reveal the contents or sources of the classified information I may have received. 
Before gaining access to this information, I was required to sign confidentiality 
agreements. Only the CIA and the Department of Treasury may release me from 
these obligations, and they have not done so. I understand that the Subcommittee 
staff has been attempting to resolve this issue, and I am happy to continue to coop- 
erate with the Subcommittee and its staff in their attempts to do so. 

With this in mind, I am pleased to answer the Subcommittee’s questions. 
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Senator Kerry. Mr. Vaez, do you have an opening statement? 

Mr. Vaez. I do not have an opening statement. 

Senator Kerry. Well, then, what I am going to do is begin the 
questioning to you, Mr. Vaez, so we can lay a foundation about the 
original document itself, and then Senator Brown will pose some 
questions initially to both Mr. Bench, and Mr. Mulholland. 

Let me just say, regarding documents and production of docu- 
ments, because I see Lome Craner is here and Secretary Mulhol- 
land, you are here, the other day I made an inquiry of Secretary 
Baker, which I am not sure that he was prepped on or anything, 
but he responded forthrightly, immediately saying he would make 
documents available to the committee. 

And I should say that often in these processes, results get lost, or 
good response is not made public, and only the criticism is what is 
heard. I want the record to make very clear, and Senator Smith 
and I said this morning when we held a press availability regard- 
ing that request and others, that we were extremely impressed and 
pleased with the response that State Department provided. 

And Secretary Eagleburger immediately followed through, de- 
spite departmental difficulties. We arrived at a mutual agreement 
that was satisfactory to maintain the credibility of our process, but 
at the same time not do any damage to legitimate interests of the 
department. Within hours, six members of the committee were 
going through every document without any redaction, had an op- 
portunity to ascertain what was in them, and subsequently they 
are being reproduced and made available or have been made avail- 
able to the committee. 

Now, I want to applaud the department for its response, for its 
rapid response, for its genuine effort to be open and accessible and 
helpful. That is exactly the way it ought to work. And I commend 
Secretary Baker, Secretary Eagleburger, and the department for 
doing that. And I hope that is the kind of cooperative effort that 
other agencies could see does not do them injury but rather helps 
this democratic process of ours work correctly, and I think every- 
body is well served by it. 

Mr. Vaez, let me just very quickly establish background, if we 
can, for the record here. You joined OCC in 1970, correct? 

STATEMENT OF JOSEPH VAEZ, SENIOR EXAMINER, OFFICE OF 
THE COMPTROLLER OF THE CURRENCY 

Mr. Vaez. That is correct. 

Senator Kerry. And initially, you were in San Francisco, then 
you were transferred to London from 1975 to 1978, then to Wash- 
ington in 1978. Correct? 

Mr. Vaez. Correct, sir. 

Senator Kerry. And you became executive assistant to the senior 
deputy controller in 1982? 

Mr. Vaez. Yes. 

Senator Kerry. And were transferred later to San Francisco as a 
director for bank supervision. 

Mr. Vaez. Correct. 

Senator Kerry. In 1989, you were transferred to the multination- 
al division, appointed a field director, and most recently, you are 
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the examiner in charge of the Bank of America and Security Pacif- 
ic Bank Corporation. Correct? 

Mr. Vaez. That is correct, sir. 

Senator Kerry. Now, at the time you were asked to learn about 
BCCI, is that correct? 

Mr. Vaez. Yes, sir. 

Senator Kerry. You were asked by Mr. Bench to do that initial 
examination? 

Mr. Vaez. That is correct. 

Senator Kerry. Your sources for information were what? 

Mr. Vaez. Primarily they were Bank of America files and docu- 
ments. 

Senator Kerry. Did you also gather a certain amount of informa- 
tion from public sources like Financial News and Financial Times, 
local press? 

Mr. Vaez. Yes. 

Senator Kerry. So between Bank of America and what was in 
the public domain, you were able to ascertain the heart of the in- 
formation that you contained in your memo. Is that correct? 

Mr. Vaez. That is correct. My analysis was extensively based on 
information that Bank of America had developed, and, as you 
pointed out, also information that was available in the London 
press. 

Senator Kerry. And it is fair to say, is it not, that without great 
difficulty, you discovered that there was really a series of problems 
of fair significance, which is an understatement. Is that not cor- 
rect? 

Mr. Vaez. My analysis of the information that was available to 
me led me to believe that the financial condition of BCCI was cer- 
tainly questionable. 

Senator Kerry. Let us be more specific. In 1978, you determined 
that about a quarter billion, $226 million of BCCI assets, were 
either lost or unsubstantiated or doubtful as of 1977. Is that accu- 
rate? 

Mr. Vaez. May I refer to my memo, please? Thank you. 

Senator Kerry. Absolutely. 

Mr. Vaez. I had files from the Bank of America available to me 
where they had completed a credit examination on BCCI as of Sep- 
tember 1977. The files disclosed that there were a total of $226 mil- 
lion in criticized or classified assets. 

Senator Kerry. That is over half of BCCI’s gross capitalization at 
the time, correct? 

Mr. Vaez. The total, Senator, was actually 3V2 times their cap- 
ital. 

Senator Kerry. So there was a 294 percent borrowing relation- 
ship to gross capital, correct? 

Mr. Vaez. There was one entity that had commitments and out- 
standings in the amount of approximately $185 million, which rep- 
resented 290 percent of gross capital funds. 

Senator Kerry. In addition, you found that their records were 
grossly inadequate, correct? 

Mr. Vaez. What I found was that the Bank of America records 
indicated that the records maintained by BCCI were inadequate. 
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Senator Kerry. You found that BCCI lent money based on, 
“higher personal relationships with major clients.” Is that correct? 

Mr. Vaez. That is correct. 

Senator Kerry. You found that they were booking the loans 
before they were reported to the Board of Directors, correct? 

Mr. Vaez. That is correct. 

Senator Kerry. You found that BCCI's affiliate, the ICIC, bor- 
rowed, quote, extensively from BCCI on an unsecured basis and 
with inadequate documentation. Correct? 

Mr. Vaez. That is correct. 

Senator Kerry. You found that some of ICIC’s shareholders were 
nominees, correct? 

Mr. Vaez. That is correct. 

Senator Kerry. And the word nominee was not your word, it was 
a word used by BCCI at the time, correct? 

Mr. Vaez. To the best of my recollection, that is correct, sir. 

Senator Kerry. So you recommended, in fact, that Bank of 
America’s entire investment in BCCI be classified as at risk. 

Mr. Vaez. Be criticized, Senator, yes. 

Senator Kerry. And you concluded, and I quote from your 
memo, that the BCCI modus operandi is so incongruous to the 
Bank of America’s management philosophy that Bank of America 
is painfully aware of its risk exposure and most certainly would ex- 
pedite the disposition of this investment to terminate this poten- 
tially hazardous relationship. 

Mr. Vaez. That is my statement, yes. 

Senator Kerry. After you wrote this memorandum, it was appar- 
ently lost at OCC? 

Mr. Vaez. I cannot attest to that, Senator. 

Senator Kerry. Well, there is no record of the memo at this time 
in their files. Is that accurate? 

Mr. Vaez. I do not know if all the files have been totally 
searched. I know that I found my memo because I keep every 
memo that I write. 

Senator Kerry. And the first time that this memorandum resur- 
faced to your knowledge was in 1991 of August when the OCC 
asked you whether they had any materials, correct? 

Mr. Vaez. That is correct. 

Senator Kerry. What did you do with this information when you 
got it? 

Mr. Vaez. When I analyzed the information, Senator, what I did 
was I tried to capsulize it in my 12-page memo. I sent it on to the 
Washington office as requested by my then superior, Mr. Bench. 
Subsequently, I discussed it with Bank of America and we agreed 
that their business decision was appropriate and I encouraged 
them to proceed with due haste. 

Senator Kerry. Which they did. 

Mr. Vaez. Which they did. 

Senator Kerry. Thank you very much, Mr. Vaez. 

At this time, I move to enter the Vaez memorandum into the 
record. 

[The information referred to follows:] 
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Comptroller of the Currency 
Admlnletrator of National Banka 


Washington, D.C. 20210 


MEMORANDUM 


Te: Stephen R. Steinbrink, Senior Deputy Comptroller 
✓Jimmy F. Barton, Deputy Comptroller - KNB 


Fram: Joseph £. Vaez, EXC - Bank America Corpora tioj 
D«tt: August 15, 1991 
Subjtet: BCCI 


JtJ- 


As you requested, 1 researched my 'personal files at home for 
information related to BCCI and found the report that X vaa asked 
to prepare in 1978 for the Washington Office by Bob Bench. 

Please note that the results of this report were used in 
conjunction vith my examination of Bank of America Europe, 

Middleast and Africa Division* at which time their investment in 
this entity was examined from a credit quality point of viev. The 
results of that examination can be found in the report that 2 
rendered during the first quarter of 1978. Also, to the best of my 
recollection, I discussed this relationship vith then Executive 
Vice President Sam Armacost in London who subsequently discussed it 
vith head office. 

The bank's decision to terminate this relationship vas primarily 
based on a business decision since they felt that any investment 
where they could not exercise a prudent amount of management or , 
board control vas not a risk vorth taking. Pleafe call me if there 
is anything else that you need regarding the enclosed report. 

Enclosure 
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WKhingtoa D. C. 20219 
*r Joseph £. Vaez 
Robert R. Bench 
e.; February 27, 1978 
a**, BCCI 


lO bsJLf%* 



mm 


Joe thank you for the very fine report on the subject. It will 
be very helpful to all of us here. 






'X', Office M.ei?iorandum • 


UNITED STATES GOVER.NMEN' 

THE COMPTROULER OF THE CURRENCY . 



TO s ■ 
F*OM 


» Kr. Robert B. Bench 
Associate Deputy Conptrolltr . 
for International Banking 

t 

J $ £ • -V aez 

’ Rational Bank Ixaainer London 


Sunjzct: j2CI Holdings (Luxenbourg) , B. A, 



oatzj February 15i 197 


'• As per your instructions, I enclose the requested synopsis of tha 
Baakof America's affiliate relationship with BCCI Holdings... 


I have tried to eapeulite 1 the Bank of Aneriea’s credit examination 
conducted as of 9-30-77 to its tost salient points. EAiblt H . ... 
has been prepared iron inf or nation gather during ny Teviev of various 
files and I as of the opinion that it should be fairly ‘accurate. 

l>urinc the forthconlng exani nation of the Benk of Anerica s Europe , 
Kiddle East and Africa Division I vlll be appraising this inveateent 
fron a credit point of view. Should you have any thoughts on this 
subject, ycur observations vould be appreciated. 


PleaB* let te knov if you need additional lnfcrsaticn. 
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BCCI H01SIB6S (UKSKBOUBCl . S.A. 
Holding Coapojiy 

background 



BCCI Hold Inf# ( Luxembourg), S.A, vas formed on 12-31-7L u a Luxembourg holding 
eoapeny (tax .purposes) to consolidate the activities of the Croup's interests in 
various banking entitles. On 12-31-75# subject exchanged its shares represent- 
lng identical ownership of Bank of. Credit and Conserve International S.A. 

# . (incorporated in September 1972), thereby causing the latter to becoce a whelly- 

evntd subsidiary of BCCI Holdings • 

a 

* The BCCZ Group's najor area of operations centers on the Arabian Gulf Region, vith 
, a very large concentration of branches in the United Arab Emirates. ’ While a great 
nunber of branches have been recently established in the United Kingdom, it is 

s 

reported that the aajority of the buslnese la continued to be generated from the 
Kiddle East branches and subsidiaries. * * 

) Q3KS8SKIP 
Xtftr to Sxhlnlt I. 

After a aeries cf intricate transactions involving a stock dividend and two capital 
Increases, Bank cf Aneriea Group holdings of 1B0M chares of BCCI holdings, until 
recently, represented a 30?# ownership. Daring the latter part .of 1977* following 
a rights offering in vhlch B of A did not participate; it* proportionate ownership 
investeent decreased to its present figure of 2L.t. The' 2k% is partially held by 
BankAnerica Corporation (C£) and by Bamerieal International Flninclal Corporation *• 
(l££)» an Edge Aet subsidiary of B of A KT k BA. 

COKCLOKOBATS STRUCTURE 

* Refer to Exhibit II f 

As depicted by Exhibit II, the extremely complex conglomerate structure is beet 
illustrated in graphic format. This structural chart has been compiled from 
infomation gather during a review of various files maintained by the hank of 
Aetrlea'a Europe, Kiddle East and Africa Division, .London, England. 

^ In ‘addition to the ownership structure described by the above exhibit, BCCI KoViliwa 
and the Bank of America NT fc SA participate in a joint equity invention t in lln 
National Bank cf Oman, Kuneat, Oman. BCCI holds a 29.-** interest, with U of A hr *• 
holding B of A'a management ntrato rj i* to retain thin inveuts^nl 

its plans to div-H - 



CONDITION 


At of September 30, 1977 » B of A'e Credit Examination Department conducted a 
credit ex&nlnatlon which covered the Activities of the following related 
entitles!' 


Bank of Credit and Commerce S. A. 

Sank of Credit And CoAstrco International (Overseas) Ltd, 

3CCX Finance International Ltd,, Hong Kong 
Kuwait International Finance Company S.A.K. 

. The results of said examination compare rather unfavorably with previous examinations 


.results, as follows i * 
txizlnatlon Dote . Substandard poubtful 
6-2-73 34 764M 6$2M 

6-28-76 ' 806m 123 K 

9-30-77 31 396k 1 225K 


Lea. 

Total 

. Classified 

OAEM 

Tot.l 0 ; 
Cl.sslf! 

163K 

35 379H 

2 3l?w 

37 t 

269S 

1 192.“. 

23 3B9H 

26 J 

1 121* 

33 ?i*5X 

192 32# 

226 0 


Above 9-30-77 results as a percentage of CCFi 

49,90 1.95 1.79 . A . 53.64 • 305.70 3: 

AV?v« cri ticized/classified totals Include the following concentrations! 

McDonald Leyton 

Unicon 19 164W ♦ 

(Construction Company) 


A1 ruttain Croup 17 04}* 

(Trading, Insurance and Banking) 

Colul Croup 122 462K ♦* 

(Shipping/Trading) 

* Subsequently stjuoted to 

11,691* 

w Total Croup borrowing relationship is said to approximate JlB^LK or Approximately 

294 i: * of CC?. 


In Addition to the above summarized criticized/classified loan totals, the credit 
examination also disclosed the following risk exposures! 


(a) Duo to the existing practice of highly personal relationships with major clients, 
deals are approved in London, booked in various branches, and reported at a much 
later date to the board of directora. 

(b) Obtaining and analyzing borrowers( financial indorsation is a major veiV.nonn 
requiring prompt management's attention. Likewise, loan documentation requires 
Immediate improvement. 

(c) Credit exaainor* were unable to determine the exact ctato of affairs in wrcup 

• boTTowingB. Affiliate borrowing relationships are said to be poorly dooiften e 

Koroovar, the ICIC Croup, which is estimated to control "0> of fCCX, Arrows 
exiannively on tn unaeoured basis, sometimes ^oocured basic. Also in X pOO. . 
docue-nted manner. 


'-a 
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C01QITI0K . 
continued, 

(d) Thera is no internal maximum landing llftlt* There are several boxroving 
relationships vhieh exhibit substantial concentrations, such as the Gokal 
group of companies (with commitments exceeding the Emirate of Shanjah 

(commitments 'exceeding $75KK), and tho* Btinnes A«G« group with commitments 
exceeding $89HK. Moreover, RS loans throughout the VhS ap^oxisate’ $203HHj however, 
SO% of theae are reportedly guaranteed by the ruling families. 


LIQUIDITY AKD CAPITAL 

As of 9^30-77, liquid saseta approximated of TL and 3B»6 of total deposits, 
indicating a relatively high degree of liquidity. Ket loans approximate 55*5* of 
deposit liability, but are 17 tines capital. Total deposits tb GC7 approximate . 
a. 31 to 1 ratio, while total liabilities are an even core disproportionate ratio 
of 33 to 1. 


Total deposits of $1,93 $KK are said to be mainly generated in the U.A.5., with 
the 9-30-77 composite breakdown being as follovsi 
r Iff Banks Demand $ 263KK 


Other Demand Deposits 
Savings and Tine 

Refinancing Funds from Central Banks 


303KH 
1 2W*M 
126 mm ’ • 
$‘ 1 93SKH 


The above deposit composition la Indicative of the Group* s substantial savings 
and time deposits which represent 6kf» of total deposits and are sold to emanate 
from wealthy Arabian sources, Zt should be notedi however, that BCCX't name in the 
interbank market is virtually unknown, as the Group does not rely on the money 
markets for its source of funds, Zt may be argued that questions exist as to 
whether BCCI could generate largo volumes of money market funds, if necessary. 
Hence, in a liquidity crisis, Bank of America could theoretically be called upon 
to fund the Group's needs and outstanding commitments. 


SAKKIKGS 

Consolidated profits for BCC1. Holdings for the nine months ended 9-30-77 amounted 
to $lh,570M before taxes* By trAnsf erring a substantia! portion cf its lean 
portfolio from BCCI S.A» (Luxembourg) to BCCI Limited! (Grind Cayman), management 
expacts tnx*s to bo paid for 1977 to be nubs Vtnti ally lower thin these paid in 
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tommies 

continued, . 

It i» estimated that 1977 profits will peak at before certain P k l . 

adjustments reconncnded by Bank of Aaorica auditors; and Wore taxes and 
dividends. 

Earnings trend on a fiscal year basis is depicted aa follows* 



12-31-75 

12-31-76 

K73T 

* 6 *9*1 

$ 13 ?W*K 

Taxes 

1 837M 

3 684K 

Dividends and Appropriations 

2 181K 

•6 799H 

Retained Earnings 

2 6?7M 

3 261>I 


Bank of America 's credit examination reports that BCCI ressrvss ^ of their 
unsecured loans at year end* however, lomr.s which are supported by RE xortcagts, 
ship mortgages’, pledged inventory, and assigned receivables are considered as 
being fully secured.. It is the credit examiners' -opinion that estimated loan 
loss reserves of $3 607M (as of 9-30-7?) are far short of the $1? 509M which 
would be required under Bank of Acerica's policy which is basically computed as 


follows 1 

Loan Portfolio 

Reserve % 
Reouired 


Less 

100 % 


Doubtful 

20 


Substandard 

7.5 


OASM 

1 


Examined - Average quality 

.75 • 


Above average 

* .50' 


High quality 

CM 

• 


Not examined 

.75 


KANAGZ*S?n 

Kli Agha Hasan Abadi is reported to direct the overall strategy of the BCCI Croup 
and is assisted by a team of bankers considered astute and experienced. Throughout 
the Group, all managerial places are taken by expatriates (Fakistan). 

While Bank of America opines that Kr, Agha Hasan AVsdi has a real tnlcnt for 
leadership and that the officer® of the bank are thoroughly engrosned by the 
concepts of hard work, customer service and rrnld growth , it is the undersigned' r; 
opinion that the exhibited cxplocivo CTO”-h (12-31-77 TA .vce rs tin*. ted at $2 ?C?*M 
ot approx Vn.it cly IB}/* of 1??3 TA) has obviously r.r*.*\ted ctroins on r.st 
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MmCEHSHT 

resources. -Moreover, the lack of on effective eye tea of loan reporting and . 
related documentation further diminishes management'* overall efficiency and 
’ control. * 

BAKE OP AKSHICA'S STRATEGY 

Zt has been veil publicised that Bank of Aaerlea is contemplating full divestiture 
of its BCCZ shareholdings. These reports have been appearing in the London market , 
particularly after the recent reduction of B of A f s holdings froa 30£ to 24g, 

* following a rights issue in which B of A did not participate. 

Management reports that B of A has reached an agreement with 1CIC (the nsjo r 
shareholder) which provides for the acquisition of B of A' a stake over a three 
year period (197&-80) i however , until such tine at the 4ivestoer.t is fully cosplettc 
the Bank of America will retain a board senber and .a credit advisor. 

As snrket rumors have been circulating with great anticipation, the Bank of 
Anerica has publicly announced its intent to dispose of this investment, ss it does 
not wish to increase its stake in entities where it has a minority holding with 
little canagenent control. BCCI in turn has announced that severing the links with 
the Bank of Aaerica will enhance the Group's anbitions to break into, the U. 5. 
financial market, as its present structure would prevent it froa U« S. market 
penetration. % 

COfjCUJSICN 

St is the undersigned's opinion that the BCCI modus ©perandi Is so incongruous to 
the Bank of America's management philosophy that B of A is painfully aware of its 
risk exposure and scat certainly would expedite the disposition of this investment 
to tersinate thla potentially hazardous relationship. 


J. E. Vaes 

Rational Bank Examiner 
London, England. 
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continue*!. . 

# • • * 

- 

% 

f.hm KiJ r.yl bln Suit nn Al-Oautal 
Abu than, U.a.k. 

1 05S 

H.K. Sheik hubarah bln Kohaacd Xl-Kahran' 
Abu Dhabi, I'.A.fc. 

’ ' • 4 2 35 

K.f. Sheik Khali fn bln Raid Al-Snhyan 
Abu Dhabi , U.A.ii. 

•4 235 

Prince fcxhnood Data 
Tehran, Iran 

4 235 

Mohaacd Ahacd suwaldi & Brothers 
AbU Dhabi, U.A.i’. 

4 235 

A. Hero 
Tehran, Iran 

00 

All Shorafa 
Abu Dhabi, U.a.S. 

1 053 

Kohassed swaieh Kaqvl 
United KlnsJca 

*' ' 11? 
* 

Ur.dicbursei Shares 

110 


Tctfll Outfit 


ar.dlnr Shares ‘ 9-3&-7? 


600 coc 
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. ' ’ Exhibit HI . ,-r • 

• . . 

.C*paulltei FS »umui* In «, S, Dollar* (OOO'* cudtted) ’• 

. BCCI Holdings (Luxetubourr^ . S.A. 


assstts 

Cash and V? Banks 


Xnvestaents • Stocks and Bonds 
Due J*on Affiliates 
Acceptances 
Leans and Advanoes 
Xnvestaents in Unconsolidated Subs, 
Other Assets 
Prealses and Equipoent 
Total 


liabilities 

Deposits 
Acceptances 
Provisions for Taxes 
Minority Interosts 
Other Liabilities 
Total 

Subordinated loan 
Equity Capital 

Total ‘ 

Total Liabilities 
and Capital 

Contingent Liabilities 
Foreign Exchange Contra ots 
Letters of Credit 
Letters of Guarantee 
Bills for Collection 



' 1 

12-31-76 ' 

• Inter! 

. • 5.-2Q-? 

-573 696 


616 

m • 

682 or 

26 021 . 


57 

953- 

66 5l‘ 

57 606 


54 

120. 

146 70h 

. 12 023 


22 

362 

33 835 

• 511 882 


857 

981 

1 075 543 

7 92?" 


12 

654 

14 125 

21 669 


•41 

0?6 

• 79 678 

U22 



-52i • 

. 20 3188 

1 21B m 

1 

678 

801 


1 151 098 

* *- 
1 

56o 

029 

1 936 325 

12 023 


22 

362 

33 835 

1 901 


5 

459 • 

5 271 



5 

669 

6 229 

_ 29 390 

. , 

hO 

881- • 

- - ?4 232 

1 19h hl2 


i2l 

600 

1 0» 892 

1 500 


6 

660 

3 000 

22 482 


-21. 

601 

— 51912 

. 23 982 

-- 

to 

201 

62 912 

1 213 394 

•i. 

678 

601 ‘ 

2 118 804 


20 217 

57 051 . 

' 60 161 

196 619 

333 960 

305 125 

92 767 

231 770 

263 794 

18 670 

83 193 

101 5U3 
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Senator Kerry. Senator Brown. 

Senator Brown. Thank you, Mr. Chairman. In going through the 
memo that you produced, I notice there is a comment on subsection 
D that says there is no internal maximum lending limit. Obviously, 
within this country, we have statutory and regulatory guidelines 
with regard to lending limits. 

Here was a bank that was obviously under other jurisdictions, 
though. Can you give us an idea of whether the failure to have any 
maximum lending limit or lending guideline is normal procedure 
or is unusual for international banks? 

Mr. Vaez. I have looked at banks elsewhere and, for the most 
part, there is a legal lending limit or there is at least a self-im- 
posed lending limit. In the U.S., we do have a legal lending limit, 
which is 15 percent of gross capital funds, although it can be in- 
creased to 25 percent under certain circumstances. This entity had 
absolutely no self-imposed limit. 

Senator Brown. So even for an institution not subject to U.S. 
laws, this would be unusual. 

Mr. Vaez. It was not only unusual, it was imprudent. 

Senator Brown. Mr. Mulholland, let me go back through some of 
the information you mentioned in your statement. If I understood 
the substance of your remarks, it was to the effect that the Treas- 
ury Department does not control the distribution of intelligence in- 
formation that the CIA might provide to it. 

Mr. Mulholland. Outside of Treasury. 

Senator Brown. That the decision is made solely by CIA. 

Mr. Mulholland. That is correct. 

Senator Brown. You mentioned that that was your responsibility 
while you were in that current assignment or in that assignment. 
Was that your responsibility alone or were there others that you 
worked with in determining the distribution list? 

Mr. Mulholland. I had a staff of about 19 people, including a 
watch office, and so there were, I guess, probably eight people that 
also were making dissemination decisions in my office. 

Senator Brown. I guess what I was trying to get at is were there 
others outside of your office that were involved in this or was this 
solely your responsibility? 

Mr. Mulholland. It was my responsibility. However, if someone 
outside who we had given that piece of information to recommend- 
ed that the piece of information be given to someone else, we would 
make arrangements to see that that was done. 

Senator Brown. Can you tell us why you and your office decided 
not to distribute these memos to the Federal Reserve? 

Mr. Mulholland. I would not think about distributing informa- 
tion outside of the Treasury Department. If it was — if the informa- 
tion fell within an area of concern and responsibility for the De- 
partment of Treasury, I would see that it was delivered to that 
bureau. I would not think about other places that it could be dis- 
seminated to. 

As I mentioned, we received a lot of information concerning 
money laundering, drug trafficking, and such. And I never worried 
about the information being disseminated to DEA or the FBI or 
other law enforcement organizations. 
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Senator Brown. And this is the case even though Treasury is ob- 
viously closer related to the Federal Reserve. What you are telling 
me, I guess, is that there is another entity in the CIA that makes 
the decision as to what is distributed to the Federal Reserve? 

Mr. Mulholland. The CIA determines the distribution of its 
own reports, that is correct, be it Commerce, Federal Reserve, 
Treasury, or wherever. But they make the decision. They do not 
ask me as a matter of routine where to disseminate their reports. 
That is their responsibility. 

Senator Brown. So your decisions at that time were solely as to 
what entities within Treasury it should be? 

Mr. Mulholland. That is correct. 

Senator Brown. Now, who is it in the CIA who would make the 
decision as to what kind of information would go to the Federal Re- 
serve? 

Mr. Mulholland. The person that originated the report would 
be the bureau — not the bureau — the regional office that originated 
the report. And there would be a reports officer who would be re- 
sponsible for seeing that the report was properly formatted and dis- 
seminated. 

So it would be a reports officer, presumably, that would, in con- 
sultation with others in his region, make the dissemination deci- 
sion. 

Senator Brown. And that dissemination decision would then go 
to someone who had a similar job such as yours associated with the 
various departments and agencies? 

Mr. Mulholland. Not necessarily. In some places there was not 
a comparable intelligence liaison officer. People would go and brief 
the appropriate individuals when they had information. 

Senator Brown. How do we solve this problem? 

Mr. Mulholland. I think the answer, of course, is any time 
there is a report involving an alleged illegal activity, that the origi- 
nating organization must be confident that they have given the 
report to the appropriate people in the enforcement community. 

Senator Brown. In your opinion, did they make the right deci- 
sion in this case; i.e., a decision not to advise the Federal Reserve? 

Mr. Mulholland. Well, I am not certain in my own mind — I 
wasn’t at that point, nor am I today as to the division of the en- 
forcement responsibilities between the Office of Comptroller of the 
Currency and the Federal Reserve. 

I’m not certain where you draw the line. When in doubt, one 
should send it to both organizations, I should think. 

Senator Brown. Let me try it a different way. The reports, in 
both 1985 and 1986, that summarized intelligence gathering infor- 
mation done by the CIA that related to BCCI apparently were not 
made available to the people who were in a position to regulate 
BCCI, and who have direct control over them to do something 
about the fraud that they were perpetrating. Do you believe the 
failure to advise the Federal Reserve was a mistake? 

Mr. Mulholland. Yes, in retrospect, I think that’s correct. 

Senator Brown. Appreciating we are looking with hindsight, 
which is sometimes helpful, who was it who made that mistake? 

Mr. Mulholland. I don’t know an individual, Senator. 
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Senator Brown. Well, apparently it was not your operation, be- 
cause you were not charged with that responsibility. Or to put it 
another way, perhaps, you are telling me that you were specifically 
not charged with that responsibility. 

Mr. Mulholland. That’s correct. 

Senator Brown. From the point of view of protecting intelli- 
gence, I can appreciate the need to have a compartmentalization. 

But if I understand what you have said, the decision on distribu- 
tion would either be made by someone who was given purview over 
the Federal Reserve for distributing the information, or would have 
been made by the person drafting the report originally. 

Are there any other entities? 

Mr. Mulholland. Well, it’s really not one person responsible for 
disseminating information to the Federal Reserve at CIA. Nor is it 
necessarily the person that drafted the report. 

There is a process that reports go through, and as part of that 
process, dissemination decisions are made. Now, as to who is re- 
sponsible, you’d have to ask that question of CIA. 

Senator Brown. I can appreciate that some of the process may 
well be classified. I do not know. But it would be helpful to us if 
you would describe that process as you know it. 

Mr. Mulholland. Well, I was not in the collections side of CIA. I 
was on the analytical side. So I’m not conversant with the process 
in the collections side. I only have a very casual understanding of 
the process. 

And as I described it, it is a process where the reports come in to 
the appropriate regional office. And there is a reports officer who 
presumably is in charge of seeing the reports are prepared in the 
proper format. And our decisions are made regarding dissemina- 
tion. 

Now further than that, I’m afraid I can’t be of any assistance. 

Senator Brown. Do you know who the reports officer was at that 
time? 

Mr. Mulholland. No, I do not, Senator. 

Senator Brown. Mr. Chairman, I don’t mean to belabor this 
point, but at least to the limited experience I had in the military 
indicated to me that it was important to pinpoint responsibility. 

Mr. Chairman, I would like see us followup and see if we can 
identify the individual involved who made that decision. 

Senator Kerry. I think we should do that. We might followup 
with Mr. Mulholland. What was the chain of command with re- 
spect to the movement of this information? You showed this to Sec- 
retary Regan, correct? 

Mr. Mulholland. The information was hand carried to me by an 
officer from CIA. I don’t know the individual’s name, nor would I 
recognize him if I saw him today. So, it was hand carried to me, 
and it was described as being a very sensitive report and had to be 
handled accordingly. 

Secondary sources suggest that I record — I showed it to Secretary 
Regan and asked Secretary Regan — we discussed who it should be 
disseminated to within the Department of the Treasury. And the 
inference was that it would be a senior person in the Office of the 
Comptroller of the Currency. 
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And as I indicated in my testimony, that person most likely 
would have been Mr. Bench, who was a regular contact with my 
office. 

Senator Kerry. Was there any discussion at that time with the 
Secretary about alerting law enforcement or bank enforcement out- 
side of OCC? 

Mr. Mulholland. I have no recollection of talking with Secre- 
tary Regan. This is all secondary sources that I’m commenting on. 
And there’s no reflection of any such discussion in those secondary 
sources. 

Senator Kerry. Well, how many tiers of secondary sources are 
there? 

Mr. Mulholland. Well, there was a secondary source document 
that I saw that has this information. 

Senator Kerry. You personally didn’t have the conversation with 
the Secretary? 

Mr. Mulholland. I don’t recall the conversation. The document 
says that I reported that I did. And it’s very plausible that I did, 
indeed, have a conversation with the Secretary. But I have no per- 
sonal recollection of such a conversation. 

Senator Kerry. On how many occasions would you receive a 
memo of this order of magnitude with respect to bank misfeasance 
and malfeasance? 

Mr. Mulholland. I can recall no other case, Senator. 

Senator Kerry. Did this strike you as egregious? 

Mr. Mulholland. Yes. My recollection, as I indicated, was that 
it was a very unusual report. One aspect of it was particularly 
striking to me, and that it was — the report was presented in an un- 
usual format. There was no — it was not in the usual format of a 
report that I was used to receiving. 

It was typed, as I recall, on a plain piece of paper. And that’s the 
extent of my recollection of the report. I do not recall another 
report. 

Senator Kerry. I am sorry to have interrupted you, Senator, but 
I thought this was important. 

Senator Brown. I thought it was. Do you want to go ahead? 

Senator Kerry. How often would you receive reports at Treasury 
from CIA regarding individual banks? 

Mr. Mulholland. I have no recollection, Senator, of any compa- 
rable reports. 

Senator Kerry. Did the fact that this appeared on blank paper 
rather than some form paper — why did that strike you as particu- 
larly odd? 

Mr. Mulholland. Because most reports appear in the standard 
formats that you are used to seeing repeatedly. And this was not 
what you would call a normal report. 

Senator Kerry. Was it unusual that it was hand carried to you 
and delivered in that fashion? 

Mr. Mulholland. That happened occasionally, but that was not 
the routine. Yes, Senator. 

Senator Kerry. What did you do immediately after you read the 
report? 
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Mr. Mulholland. I have no recollection. All I have is a second- 
ary source that reports that I went and discussed it with Secretary 
Regan. 

Senator Kerry. Who is the secondary source? 

Mr. Mulholland. The secondary source was a source of CIA in- 
formation. 

Senator Kerry. So the CIA has informed you what you did with 
this report? 

Mr. Mulholland. Undoubtedly, I talked with a CIA officer re- 
garding the report. And then he recorded that information. I have 
no record 

Senator Kerry. Did you have a secretary? 

Mr. Mulholland. Pardon me? 

Senator Kerry. Did you have a secretary? 

Mr. Mulholland. Yes, I had a secretary. 

Senator Kerry. Did the secretary record anything or have any 
memory of this? 

Mr. Mulholland. No. I believe Treasury Department has 
searched its records, and there is no record of it, Senator. 

Senator Kerry. Was it ever logged in in anyway? 

Mr. Mulholland. It was not. 

Senator Kerry. Is there a reason it was not logged in? 

Mr. Mulholland. I don’t know the answer to that, except that it 
was given to me. I would assume that I would have put it in a 
brown envelope and stuck it in my safe, because it was a sensitive 
report. 

Senator Kerry. Was the report sensitive in a way that indicated 
to you there was a reason to be concerned about this bank’s future? 

Mr. Mulholland. I would never have thought of it in terms of 
this bank’s future. 

Senator Kerry. Well, was there anything in the report that indi- 
cated to you there was something sensitive about the relationship 
of this bank to U.S. policy? 

Mr. Mulholland. I cannot really get into the substance of the 
report, Senator. 

Senator Kerry. Well, that is just a characterization. That is not 
saying what is in it. 

Mr. Mulholland. Well, it was a report reporting on the activi- 
ties of the bank, which was, you know, unusual, yes. 

Senator Kerry. Well, I do have some more questions about it, 
but we will check them out. Senator? 

Senator Brown. Thank you, Mr. Chairman. 

Mr. Secretary, let me pick up at the point that you received the 
report. 

Mr. Mulholland. Yes. 

Senator Brown. Let me add that I appreciate that you are deal- 
ing with a time period that is some time ago. But at that time 
period, would not this information normally fall within Mr. Mul- 
ford’s purview, within his area of review? Would he not have been 
the normal one that this information would be reported to? 

Mr. Mulholland. I would think not. As I say, I talked with, ac- 
cording to the secondary source, to Secretary Regan. And according 
to this report, I — we decided that I should show it to the Office of 
the Comptroller of the Currency. 
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Senator Brown. Now I understand with regard to that, you did — 
your records show you did take it to Mr. Bench. Is that correct? 

Mr. Mulholland. Not my records. The secondary source shows, 
implies, that I took it to Mr. Bench. It characterized 

Senator Brown. When you say the secondary source, can you 
identify that source for us? 

Mr. Mulholland. The CIA had the record, presumably, of my 
conversations with 

Senator Brown. Is there an individual at CIA that possessed that 
record? 

Mr. Mulholland. I don’t know who possessed it. It is there, yes. 

Senator Brown. Is there an office that would identify where the 
record is? 

Mr. Mulholland. No, but I’m sure one could find out where it 
is. 

Senator Kerry. Well, who did you talk to? It is a simple ques- 
tion. Who did you talk to at CIA? 

Mr. Mulholland. Who did I talk to at CIA regarding what? The 
secondary source information? 

Senator Kerry. Yes. Who is your secondary source? 

Mr. Mulholland. The secondary source is a piece of paper. It’s a 
document. 

Senator Kerry. Who gave it to you? 

Mr. Mulholland. It was given to me by the Operations Director- 
ate. 

Senator Kerry. What is his name? 

Mr. Mulholland. I forget the man’s name. I can find it for you, 
Senator. 

Senator Brown. Well, I can understand that. We have the posi- 
tion and can followup. You then took it to Mr. Bench? 

Mr. Mulholland. That’s according to the report, yes. 

Senator Brown. Do you have any recollection of doing that? 

Mr. Mulholland. I have no recollection of showing the report to 
Mr. Bench. 

Senator Brown. Well, the reason I ask, and I am intrigued with 
that, is that as I understand, Mr. Bench’s testimony — we have not 
had a chance to review it with him — but that he indicates that this 
came in a stack of things rather than someone bringing it in to 
him. 

And my question is, is this the kind of document that you would 
have let out of your possession, or is this the kind of document that 
would have required you to be present in the room when it was 
read and either have possession of it or have it in your sight? 

Mr. Mulholland. It could have been done either way. Senator. I 
could have given it to one of my associates and asked him to show 
it to Mr. Bench. Or, I could have asked Mr. Bench to come into my 
office and shown it to him. 

Senator Brown. If it was given to one of your associates, would 
he or she have let that out their sight? Or would they have re- 
quired that whoever was reading it read it in their presence? Isn’t 
there a certain class of material where you do not let it out of your 
sight? 

Mr. Mulholland. Well, it’s not a question of letting it out of 
one’s sight. If Mr. Bench came over, he would come into a room 
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where there was material available for him to read. And he would 
sit down and read it, presumably. It wasn’t someone sitting and 
looking over Mr. Bench’s shoulder to make sure he didn’t walk off 
with anything. 

Senator Brown. If this was the kind of document that you hand 
carried to the Secretary of Treasury, is it likely that you would 
simply put it in a large stack of papers that would go in on Mr. 
Bench’s desk? You, or whoever was handling it? 

Mr. Mulholland. No. It could have been — it would probably not 
have been just in with another collection. That’s correct. 

Senator Brown. With regard to the information itself, you point- 
ed out that that is someone else’s decisionmaking responsibility in 
the CIA as to who it goes to. 

Mr. Mulholland. That’s correct. 

Senator Brown. But when information of this kind has a signifi- 
cant impact on a related agency, does not someone ask whether or 
not the proper followup has been done? I mean, it struck me earli- 
er that if you saw the building was on fire, somebody would call 
the fire department, even though that was not their job. 

Mr. Mulholland. I gave the report to the responsible individual 
in the Department of Treasury, according to the record. And that 
was the end of 

Senator Brown. Your responsibility? 

Mr. Mulholland. My responsibility for it. 

Senator Brown. While they would not be able to send out copies 
of your report, or at least would face some restrictions in that area, 
I assume they would have the ability to contact people to investi- 
gate the problem. They could use that. They could act on that in- 
formation without having the CIA’s permission, could they not? 

Mr. Mulholland. When you’re talking about acting on informa- 
tion that’s from a sensitive report, this does present a problem. 
And the normal process is to — if you wish to take action based on a 
report, is to clear it with the originating agency to make certain 
you’re not compromising the information. 

Senator Brown. Well, in that regard, did you or anyone in Treas- 
ury followup on this information, ask for further information, ask 
for followups on this subject? 

Mr. Mulholland. The secondary source shows that they did ask 
me for what additional information would be of interest and re- 
corded that I mentioned some followup information that would be 
useful. Yes. 

Senator Brown. Was that requested by the Secretary or by Mr. 
Bench, or do you recall? 

Mr. Mulholland. I have no recollection. But it was attributed to 
me, Senator. 

Senator Brown. Is that the source of the 1986 document that 
was distributed? 

Mr. Mulholland. No. I only recall the one document, and that 
was the 1985 — the January 1985 document. 

Senator Brown. Is there any indication that you received addi- 
tional followup, the additional followup information that you re- 
quested? 

Mr. Mulholland. I have no recollection and there’s no record 
that I’m aware that I did. 
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Senator Brown. So there is a record that you asked for more, 
but no record that you did receive it? 

Mr. Mulholland. That’s correct. 

Senator Brown. Mr. Chairman, I know you have some questions 
of Mr. Bench. Why don’t I yield. 

Senator Kerry. I have a few more for Mr. Mulholland before we 
get to Mr. Bench. I just want to establish, for the record to be clear 
here, you were detailed, were you not, to Treasury? 

Mr. Mulholland. That’s correct, Senator. 

Senator Kerry. Your basic responsibilities were at CIA. Is that 
accurate? 

Mr. Mulholland. I was a CIA employee. I was detailed to Treas- 
ury. And my responsibilities were working for the Secretary of the 
Treasury. 

Senator Kerry. And you joined the Central Intelligence Agency 
in 1956? 

Mr. Mulholland. That’s correct. 

Senator Kerry. And what year were you detailed to the Treas- 
ury Department? 

Mr. Mulholland. 1982 to 1987, Senator. 

Senator Kerry. Who detailed you — who assigned you to that po- 
sition? 

Mr. Mulholland. Bill Casey interviewed me and asked me if I 
wanted, if I were interested in going over. I went over and talked 
with Secretary Regan. And then I was detailed. 

Senator Kerry. Do you have any idea why Mr. Casey picked you 
for that particular slot? 

Mr. Mulholland. He was looking for an economist. And that’s 
all I know. 

Senator Kerry. Had you worked directly or performed work di- 
rectly for Mr. Casey prior to that? 

Mr. Mulholland. No. My contacts with Mr. Casey were very 
minimal at the time he was there. 

Senator Kerry. Can you just give us a sense of your responsibil- 
ities of this job at Treasury? 

Mr. Mulholland. Certainly. As I indicated in my prepared re- 
marks, Senator, I was responsible for ensuring that the Secretary 
and other senior officials received the relevant information — intel- 
ligence information that we received in a usable form and in a 
timely manner. And to communicate in to the intelligence commu- 
nity the Department’s requirements for collection and for analysis. 

Senator Kerry. Did you also represent the Treasury Department 
at the Foreign Intelligence Board? 

Mr. Mulholland. Yes, that’s correct, Senator. 

Senator Kerry. Had you ever heard of BCCI prior to arriving at 
Treasury? 

Mr. Mulholland. Not to my knowledge. 

Senator Kerry. In what capacity did you first hear of BCCI at 
Treasury? 

Mr. Mulholland. In my capacity as special assistant for nation- 
al security, Senator. 

Senator Kerry. That is when you first heard about them? 

Mr. Mulholland. I have no other recollection. That’s correct. 
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Senator Kerry. Did you raise the issue of BCCI with the CIA on 
your own, or was it the consequence of some discussion that took 
place at Treasury? 

Mr. Mulholland. I have no reason — I don’t recall at all. The 
secondary source suggests that they came to Treasury and talked 
with me about it. 

Senator Kerry. Did you request from CIA to see any additional 
memos on BCCI? 

Mr. Mulholland. As I mentioned to Senator Brown, I gave them 
followup — not questions but areas where we would have interest. 

Senator Kerry. After this memo was received, did you ever raise 
the issue with Secretary Regan again of BCCI? 

Mr. Mulholland. I have no recollection. And the secondary 
source only reports my meeting with him on this subject once. 

Senator Kerry. Did you ever raise it with Mr. Bench again? 

Mr. Mulholland. I have no recollection of raising it ever with 
Mr. Bench, Senator. 

Senator Kerry. Did Mr. Bench raise it with you? 

Mr. Mulholland. Once again, I have no recollection of raising 
this report or any other aspects of BCCI with Mr. Bench. 

Senator Kerry. You did continue to receive memos on BCCI 
while Secretary Baker was Secretary of the Treasury. Is that cor- 
rect? 

Mr. Mulholland. I’m not aware of any. I have no recollection of 
receiving any, Senator. 

Senator Kerry. You personally have no recollection? 

Mr. Mulholland. That’s correct. 

Senator Kerry. But if the records were to show that Treasury re- 
ceived CIA memos on BCCI with increasing information, you would 
not know one way or the other whether that was so? 

Mr. Mulholland. That’s correct, Senator. I have no recollection. 

Senator Kerry. Well, did the process change? Did it stop going 
through you — the relationship from CIA? 

Mr. Mulholland. No, it was the same all the time I was there. 
You would have to check the records of CIA or Treasury to see if 
other reports were received. I have no recall of any other reports 
being received. 

Senator Kerry. If the records show that CIA was delivering fur- 
ther memos to Treasury but you have no recollection, would that 
merely serve to refresh your recollection, or would it possibly have 
been a receipt of memos outside of your purview? 

Mr. Mulholland. Well, it’s always possible that the CIA would 
disseminate information directly, as I know they did to the Cus- 
toms Service, for example, and to the Secret Service, and to the — 
well, those two organizations, in particular. 

Senator Kerry. Did you ever have some discussion of BCCI with 
any individual at CIA subsequent to the receipt of that memo? 

Mr. Mulholland. At CIA? I have no recollection, Senator. 

Senator Kerry. You have no recollection of following up at all on 
any BCCI issue after this information that you described as quite 
startling was received? 

Mr. Mulholland. The secondary record shows that someone 
talked to me further about BCCI, and I provided followup ques- 
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tions. But I have no personal recollection of talking about BCCI 
with any CIA officer. 

Senator Kerry. Can you recall talking about it with anyone else 
at all? 

Mr. Mulholland. No. As I had reported, my recollection is 
someone carrying the report to me, my reading the report, and 
that is the extent of my recollection of the BCCI. 

Senator Kerry. Did the report that you received give you reason 
to question what the appropriate action might be with respect to 
this bank? 

Mr. Mulholland. I had no reason to consider that question, Sen- 
ator. The secondary records show I talked with Secretary Regan 
and was recommended — a decision was made that I should show it 
to the Office of the Comptroller of the Currency. 

Senator Kerry. Did the memo suggest any particular kind of 
action that ought to be taken by Treasury with respect to the 
bank? 

Mr. Mulholland. I was not in a position to know that, Senator. 

Senator Kerry. You read the memo. 

Mr. Mulholland. I read the memorandum, but I had no — I do 
not profess to have an understanding of the regulatory actions that 
should be taken by Treasury based on this information. 

Senator Brown. Mr. Chairman, if I may interject a question. 

Senator Kerry. Go ahead. 

Senator Brown. Mr. Secretary, help me understand why this 
would not have gone to the Assistant Secretary in charge of Inter- 
national Affairs at the time. Wouldn’t Mr. Mulford or someone in 
his position have been the normal one you would advise in Treas- 
ury about an international bank? 

Mr. Mulholland. Mr. Mulford was — in his Office of Internation- 
al Affairs was the — did have responsibilities for international fi- 
nancial affairs and international monetary activities, but when I 
thought of international banking I would think primarily of the 
Office of the Comptroller of the Currency. 

Senator Brown. But would it be fair to say it was highly unusual 
to take this directly to the Secretary rather than the Assistant Sec- 
retary? 

Mr. Mulholland. No. I discussed reports with Secretary Regan 
from time to time. 

Senator Brown. So it was not unheard of that you talked to him, 
but I mean is it 1 percent of the reports that go directly to the Sec- 
retary, or 50 percent? 

Mr. Mulholland. I haven’t the vaguest idea, Senator. 

Senator Brown. But wasn’t that your job? 

Mr. Mulholland. Yes, but I don’t recall, of all the hundreds of 
reports that I’ve seen, how many I took and showed to Secretary 
Regan. 

Senator Brown. Well, I mean, can you give us a guess? 

Mr. Mulholland. I have no way, no basis for doing this. 

Senator Brown. So it was somewhere between zero and 100 per- 
cent? 

Mr. Mulholland. That’s correct. 

Senator Kerry. Mr. Mulholland, when did you leave the Treas- 
ury Department? 
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Mr. Mulholland. In June 1987, Senator. 

Senator Kerry. And with what intention, or for any specific 
reason? 

Mr. Mulholland. To retire. 

Senator Kerry. Did you have any specific plans with respect to 
retirement? 

Mr. Mulholland. No, I did not. 

Senator Kerry. How long after you decided to retire did you 
hookup with the Bush campaign? 

Mr. Mulholland. In January of 1988, 1 joined the campaign and 
I spent all of 1988 and into January of 1989 with the campaign as a 
volunteer. 

Senator Kerry. Who did you report to there? 

Mr. Mulholland. Brett Wacker, who was the chief that I report- 
ed to. 

Senator Kerry. I beg your pardon? 

Mr. Mulholland. Brett Wacker, and I’m trying to think of what 
his title was. 

Senator Kerry. You were doing what, research? 

Mr. Mulholland. I was doing research, Senator. 

Senator Kerry. Did you have any contact during that period of 
time with the Central Intelligence Agency? 

Mr. Mulholland. No, none, Senator. 

Senator Kerry. None whatsoever. 

Mr. Mulholland. None whatsoever. 

Senator Kerry. And you came out of retirement in what year? 

Mr. Mulholland. I was confirmed by the Senate Foreign Rela- 
tions Committee on June 9, 1989. 

Senator Kerry. In your current position? 

Mr. Mulholland. In the current position, Senator. 

Senator Kerry. I notice that we have a vote on, so we are going 
to have to interrupt here momentarily. I just want to make sure 
that we are clear on this so we understand what the parameters of 
dissemination were. 

Other than the secondary source jog of your memory with re- 
spect to the contact you had with Secretary Regan, you have no 
recollection, and Mr. Bench you have no — or, you did not have con- 
tact with Mr. Bench, is that accurate? 

Mr. Mulholland. I have no recollection of contacting Mr. Bench 
on the specific BCCI report, Senator. 

Senator Kerry. Do you have any recollection of anyone else with 
whom you discussed the report that you received from CIA? 

Mr. Mulholland. No, I do not, Senator. 

Senator Kerry. Do you have any recollection of anyone else with 
whom you discussed BCCI? 

Mr. Mulholland. No, I do not, Senator. 

Senator Kerry. Did BCCI cross your desk in any other respect, 
other than this memo? 

Mr. Mulholland. I have no recall of any other document on 
BCCI, Senator. 

Senator Kerry. We do have some additional questions, obviously, 
for Mr. Bench and perhaps, Mr. Vaez, for you. If the parties could 
sit tight for a moment we will recess until we can get back from 
this vote. 



35 


[A brief recess was taken.] 

Senator Kerry. The hearing will come to order. My apologies to 
all for the hiatus. Senator Brown is going to begin a process of 
questioning, if he can, of Mr. Bench. Director Gates of the CIA is 
out in back for a meeting that I previously scheduled with him, so 
I’m going to go back there and meet with him while Senator Brown 
questions you, then we will get back here and I will try to pick up 
and hopefully will know what went on. 

Thank you. Senator Brown. 

Senator Brown. Thank you, Mr. Chairman. Mr. Bench, first let 
me commend you for a very alert job. As I understand it, it was 
almost some out-of-business reading that first drew your attention 
to BCCI. Would you be willing to share with us what it was in 
1978, caused you to become interested in BCCI? 

STATEMENT OF ROBERT BENCH, PARTNER, PRICE WATERHOUSE, 

FORMER DEPUTY COMPTROLLER FOR INTERNATIONAL RELA- 
TIONS AND FINANCIAL EVALUATION 

Mr. Bench. May I first, Senator, be careful not to take too much 
credit for anything. You had mentioned in your opening remarks 
that it was the reading of material that led me to ask Joe Vaez to 
do the inquiry in London. I just have to be honest and say I really 
don’t remember what triggered my request to Joe. 

But in response to your question, I do recall basic items in the 
international banking press that talked about BCCI as sort of a 
new phenomenon or a rapidly growing bank, an aggressive bank — 
who are they? Where did they come from? That kind of thing — 
which, based on my job, that was to pay attention to some of those 
things. 

Senator Brown. Describe for our record, if you would, the posi- 
tion that you held at that time. 

Mr. Bench. In 1978, I guess between September 1977 and June 
1978, I was the Associate Deputy Comptroller of Currency for 
International Banking. That office was responsible for the exami- 
nations of international activities at banks’ head offices, putting to- 
gether examination trips and assignments to the foreign branches 
of U.S. banks, overseeing the London office of the Comptroller of 
the Currency, which at that time had three or four people that 
spent practically all of their time in the City of London examining 
branches of U.S. banks. Also, we had a corporate responsibility, in 
that we commented to the Board of Governors of the Federal Re- 
serve on any applications by national banks to make investments 
overseas or to establish branches overseas. That was the plate. 

Senator Brown. If you would follow on with the story, then, you 
observed in the international press some comments about BCCI. 
You had made a request that they be looked into. 

Mr. Bench. Right. 

Senator Brown. What did you then do with the information that 
came back? 

Mr. Bench. I don’t remember. 

Senator Brown. Would it be normal for copies of that research 
to stay in the files or to be forwarded to others? 
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Mr. Bench. Well, if we forwarded it — I don’t recall forwarding it 
to anybody. I don’t recall receiving it, frankly. But, in any process 
like that, if we did send something out of the division, we certainly 
would have kept a copy for ourselves. 

For whatever came in, whatever kind of examination report, gen- 
erally our drill was that certainly one person would review it, gen- 
erally a couple, and then put it in the appropriate bank file. 

Senator Brown. Going ahead now to your job in 1985 and 1986, 
if you would describe for us the responsibilities you had at that 
time and what your recollections are with regard to receiving the 
information on BCCI. 

Mr. Bench. Well, between 1982 and 1987 my primary responsibil- 
ity was to head a unit that was in charge of the OCC’s supervision 
of international lending by U.S. banks, which at that time was a 
mess. 

I mean, there was the crisis of loans to less-developed countries. 
There were a whole series, over that period, of debt defaults, debt 
delinquency, debt restructuring, coordinating debt restructurings 
with the IMF and the World Bank and the banks, and there was a 
U.S. debt strategy where basically the banking agencies, the Treas- 
ury, a whole range of parties at interest, worked together to re- 
structure loans and to try to work through the debt crisis. 

That was what I was responsible for at the OCC. I was the OCC 
participant in any interagency activity, and we also ran the data- 
base for U.S. banks’ loans to developing countries. We were the 
Secretariat to the Interagency Committee that rated loans to devel- 
oping countries. 

As part of getting those duties I was also asked to take on a 
higher security clearance and receive additional intelligence infor- 
mation, with the primary reason being that fit with the need to 
give oversight to situations in developing countries, the loans of de- 
veloping countries, and situations in international capital markets. 

Senator Brown. Do you recall receiving or viewing the 1985 and 
1986 CIA reports? 

Mr. Bench. Senator, I don’t recall much of the thousands of 
pages of intelligence material I had to review during that time, 
frankly. I do recall reviewing a classified piece of information that 
dealt with BCCI. 

Senator Brown. At the point that — I take it that was in the 1985 
area. 

Mr. Bench. I honestly don’t remember, but it was somewhere in 
the middle of the 1982 to 1987 period. I feel comfortable about that. 

Senator Brown. What did you do about that information? 

Mr. Bench. I took a step. 

Senator Brown. You what? 

Mr. Bench. Well, I’m sorry, I should be — I should explain more. I 
received a document from the CIA. I recall receiving a document 
from the CIA that dealt with BCCI. To the best of my recollection 
it didn’t deal with First American and it didn’t deal with anything 
in the United States. There was an action step that I took within 
the office on that information. 

Senator Brown. Would you tell us what that was? 

Mr. Bench. I’m afraid — I’ve been advised that if I do that I 
threaten the confidentiality of the information, but I think the 
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point is I took a follow-up step. Nothing came out of that step, but I 
took a follow-up step because it took me outside of my principal 
role, which was to look at this information in terms of LDC debt. 

Senator Brown. Was there anything in the report you thought 
would be appropriate to advise other agencies or the Federal Re- 
serve about? 

Mr. Bench. I didn’t know. Frankly, I didn’t know one way or the 
other. It was something I thought I might check out with a col- 
league, but then I had the difficult problem of: I can’t tell the col- 
league what I have, and so I’ve got to think of a time and a way to 
ask the question, which I did, and the colleague kind of didn’t 
think the information was right. 

I should say, Senator, that frankly, over the years, looking at a 
lot of this stuff, a lot of it was inaccurate. 

Senator Brown. The intelligence information. 

Mr. Bench. Right. This was a little bit of an example of it, I 
mean just — that is one element that I do remember about looking 
at this information. 

Senator Brown. Do you recall how the information came to you? 
Was it separate, with a separate courier bringing it in? Was it in a 
pile of information? 

Mr. Bench. My recollection is that it came as part of the weekly 
package that I would go over to Treasury to see, or Treasury — I’d 
go over to Doug or his staff to see, or Doug or his staff would bring 
it over to me. My recollection is, it was in that process. 

Senator Brown. Did you receive any communication from the 
Secretary of Treasury with regard to this information? I mean, was 
there a note, please look into this? Was there anything to mark 
this as separate from all the other intelligence reports? 

Mr. Bench. Not that I recall. Not that I recall. 

Senator Brown. Help me with some background at this point, if 
you would. Walk me through the responsibilities of OCC versus the 
Fed and their roles in supervising banking, international banking. 

Mr. Bench. I would be happy to, Senator, as best I can do it. 

Senator Brown. You know, I don’t mean for you to take all day, 
but if you could to clear the areas where there are some distinc- 
tions in responsibility between the two agencies. 

Mr. Bench. Well, the Comptroller of the Currency has the pri- 
mary responsibility of regulating and supervising U.S. chartered 
commercial banks or national banks. The Fed is a supervisor of 
State chartered banks. That’s one way to think of it. 

The Fed also is the regulator and supervisor primarily of bank 
holding companies and in the context, I guess, of this hearing, also 
a primary regulator and supervisor of international investments 
under regulation K and Edge Act corporations. 

The Comptroller, through affiliate statutes, those statutes that 
allow the Comptroller to look into affiliates, can technically 
wander all over a bank’s organization chart if it’s affiliated with it, 
but there tends to be conventional arrangements, that is the best 
way to say it, between the agencies where by statute the Fed has 
primary responsibility for holding companies, the Fed has primary 
responsibility for Edge Acts. 

If for some reason there is any tension or conflict or need to co- 
ordinate, coordination usually occurs. The Comptroller might wish 
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to do something through its permissions in the affiliate statutes 
and bumps into, if you will, the area of the Fed. It usually gets 
worked out, but as a general rule the Fed has holding companies, 
Edge Act corporations, State-chartered commercial banks that are 
members of the Fed. The Comptroller has national banks, and if it 
wishes to, to reach out into affiliates. 

Senator Brown. Within that framework, if you had a report that 
indicated BCCI illegally owned a U.S. financial institution, should 
that be the responsibility of the OCC or the Fed? 

Mr. Bench. I think the answer is both. Some people would argue 
that it’s the Fed. 

Senator Brown. Whether it’s a State-chartered bank or a feder- 
ally chartered bank? 

Mr. Bench. Well, if it’s a State-chartered bank, then I guess it 
would. It’s the responsibility of the Fed. If it’s a national bank, you 
could argue it’s the responsibility of both, if there’s a holding com- 
pany arrangement involved. 

Senator Brown. What about substandard banking practices? 
Where would a report like that — basically the same split, depend- 
ing on which banks they supervise? 

Mr. Bench. Generally, yes. 

Senator Brown. What about illegal arms sales and drug- related 
transactions? 

Mr. Bench. Well, I think the answer there is that’s new for ev- 
erybody, but both agencies have enforcement divisions that tend to 
liaise with enforcement agencies at the department level and then 
across, but it would go through those kinds of arrangements. If Joe 
Vaez in his examinations of a U.S. bank finds a criminal activity, 
he would refer it to the OCC enforcement shop, which I think then 
refers it on to other agencies. 

Senator Brown. The Vaez memorandum, would that have been 
filed and saved in some way? 

Mr. Bench. It should have been, yes, sir. We had — -just to ex- 
plain, we had extensive multicolored, coded files at that time by 
bank, and then within each bank segment by either foreign branch 
or foreign investment, and they were full. 

My reaction to what you all have been saying is — my reaction is 
that for the BCCI report we would have put it in the Bank of 
America drawer, Luxembourg investments, and that was either a 
color code red or a color code green. 

Senator Brown. So it would not only have been filed, but it 
would have been cross-indexed in a number of files. 

Mr. Bench. Maybe. Maybe, but it would have been in that seg- 
ment of the file where it was supposed to be. 

Senator Brown. Would the information turned up in the memo 
have triggered other investigations at the time? 

Mr. Bench. I’m sorry, the memo that I saw? 

Senator Brown. No. I believe this was before BCCI had extensive 
holdings inside the United States. 

Mr. Bench. No. My recollection is no. It was a discrete piece of 
information, Senator. I guess my best recollection is — the way you 
asked the question — I can’t think of any other linkages. 

Senator Brown. What suggestions do you have for us? What 
kind of improvements can you think of that would prevent this 
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kind of banking irregularity, this banking fraud, scam, informa- 
tion — how do we stop it from slipping through the fingers? 

Mr. Bench. Well, I guess one answer might be to make certain 
that, whoever has the information, they understand how the bank 
regulatory apparatus works and who is responsible for what, and 
who are the various parties at interest? 

I mean, the Federal Reserve is the nerve center of the modern 
economy and they have a lot of regulatory and supervisory respon- 
sibility, and they link the domestic economy and the international 
capital markets. They’re a player. 

The FDIC has to insure all of this, and one could argue that a 
more structured, formalized set of arrangements for this informa- 
tion would be worthwhile. 

Senator Brown. I wouldn’t want the occasion to pass without 
giving you a chance to address now you ended up doing work for 
BCCI on Price Waterhouse’s BCCI account. 

Mr. Bench. Yes, sir. 

Senator Brown. Would you relate to us how that came about? 

Mr. Bench. Yes, I would be happy to, Senator. Essentially, I re- 
ceived a call from an attorney who was at the law firm of Arent 
Fox who, was not, as it turned out, not involved in the work Arent 
Fox was doing for BCCI. His basic message was that, his attorneys 
are struggling with a whole glossary of banking terms and instru- 
ments and they really could use a person like me to explain what 
they have. 

My response was, that Price Waterhouse of the United States is 
the auditor of the U.S. activities of BCCI, why don’t you just tell 
your partners that and then, that I am with Price Waterhouse and 
the firm will consider providing technical assistance to the attor- 
neys on debits and credits and bank entries and those kinds of 
things, which is in effect what happened. 

We were called in to provide that technical advice. As we provid- 
ed that technical advice, we took a view that there really hadn’t 
been enough thought about — obviously their concentration was on 
the indictment — another set of authorities out there. They hadn’t 
considered the banking agencies and the bank examiners. I was 
sure they are going to have to address all kinds of questions from 
them, as well, because usually if you have some kind of thing like 
money laundering, it would be viewed, from an examiner’s stand- 
point, as an internal control failure. 

So to make a long story short, Senator, that led us to giving 
advice on the whole area of compliance, to meet bank examiner ex- 
pectations and to make certain that the operations of the BCCI 
agencies going forward were in the best of shape and that while 
everyone was defending an indictment on money laundering, that 
our work would ensure that it would never happen again. 

And that’s the gist of what we did. 

Senator Brown. If I understand correctly, on February 1, 1989, 
Price Waterhouse wrote to Mr. Altman talking about the benefits 
of their services to BCCI. Presumably, that directly included your 
services. Was it your understanding at the time that Mr. Altman 
was the representative of BCCI or just their counsel? At the time, 
what relationship did you envision Mr. Altman had? 
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Mr. Bench. It was our understanding that Mr. Altman was the 
basic head of the legal team that was put together to defend BCCI 
in the money laundering indictment. That is my recollection. 

Senator Brown. No discussion at that point of his role with First 
American, or the BCCI connection to First American? 

Mr. Bench. I understand. I don’t recall any discussion of his role 
with First American. My recollection is, he was in charge of the 
legal team put together to defend BCCI in the indictment. 

Senator Brown. You probably have a unique perspective on this 
problem, maybe more unique than anyone that I know of, in that 
you not only were one of the first ones to spot the problem, you 
also asked that it be researched. It was also under your purview 
that the earliest signs were first acted on. Having had an opportu- 
nity to be on the other side of it, in terms of offering advice to the 
people in BCCI who were faced with the problem of cleaning it 
up — in retrospect, what kind of recommendations would you have 
for us? 

How do we get at an entity like this that has avoided living 
within U.S. requirements by being chartered in the Grand Cay- 
mans or Luxembourg or whatever? What can be done that makes 
sense? 

Mr. Bench. I think things are being done. My image of this situ- 
ation is the most serious problem is one of accountability and gov- 
ernance over financial institutions, be they domestic or interna- 
tional. 

To put in the international context, the business of governance 
gets even more complex. But in terms of traditional regulatory 
methods, being matched to the realities of today’s market place, we 
have interdependent markets, the money moves quite fast. You ba- 
sically have some obsolete regulatory arrangements and certain in- 
stitutions can operate within those, some institutions can take ad- 
vantage of those, some institutions can arbitrage obsolete jurisdic- 
tional arrangements. 

Within institutions, across the financial services business, not 
just any one institution, there is a major stress factor from trying 
to manage the pace of change in the financial services business. 
That change puts a lot of challenge to directors and management, 
internal controls, auditors, regulators, the whole system. 

The good news here, I think, is that if you look around the world 
today, an awful lot of governments are very busy: modernizing 
their regulations, modernizing the way they supervise banks, 
thinking much more about “fit and proper” tests for management, 
thinking a lot more thought about the role of the auditor in the 
supervisory process, and there is a lot more discussion about disclo- 
sure. 

There is tremendous discussion about, as you can imagine, no 
bank being allowed to operate internationally unless it has a home 
country supervisor that takes responsibility for it, unless that su- 
pervisor is able to take a global consolidated view of what it is re- 
sponsible for, and unless there are lender of last resort facilities 
available from a responsible source to back this institution in the 
marketplace. 

I am not familiar exactly with what is going on in the Basel Su- 
pervisors’ Committee, but my understanding is they are aggressive- 
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ly looking at that kind of much stronger structure to govern any 
bank that operates internationally. 

Senator Brown. In a way, the accounting profession has done 
more to develop an international standard in these areas than 
almost any discipline that I am aware of. 

What would have helped spot this problem, or a portion of it, 
early? An international audit? The requirement of the availability 
of an international audit of the books? A test to certain basic 
standards? 

Mr. Bench. Let me beg off oneway, and that is, I myself am not 
a CPA and not licensed to practice as an auditor. I think as a 
former bank supervisor. There is a lot of talk about things needed 
to be more uniform, across borders and across countries, about is 
the rules or accounting, or what have you, work. 

To a degree, I think my own reaction to that is “uniformity” 
may be an unrealistic goal. Do we have a lot more equivalence, 
compatibility and consistency across indigenous accounting regimes 
or supervisory systems, a lot more compatibility across borders as 
to what disclosure means, those sorts of things? Yes. I think the 
accounting industry is much more conscious of that. I think the 
bank regulators are much more conscious of the need for that. 

Senator Brown. I am thinking of the tests that were developed 
in the Vaez report. Some basic, generally accepted accounting pro- 
cedures would give an enormous amount of information with 
regard to the soundness of an institution. It may be that the ac- 
counting profession can accomplish something in this area that our 
statutes would have difficulty doing. 

Mr. Bench. Can I answer that? Joe’s report had language — “spe- 
cially mentioned” “substandard,” “doubtful,” that kind of term — 
all of which mean something to bank supervisors in the United 
States. What is incredible is that in the last 5 years or so, that kind 
of analysis and thinking about banks has been adopted by a large 
number of other countries. 

So, there is equivalence occurring at the technical level across a 
number of governments in terms of bank supervision. And there is, 
across many governments, a trend, including our government, we 
just legislated it last fall, establishing a better linkage as to what 
the responsibilities of the accountants are, vis-a-vis, the responsibil- 
ities of the bank regulators and bank supervisor. 

So I am honestly encouraged that there are these building blocks 
being put in place to address the reality of today’s financial system. 

Senator Brown. Thank you. 

Thank you, Mr. Chairman. 

Senator Kerry. Thank you very much, Mr. Bench. I apologize for 

the back and forth here. Let me say for the record that we just met 
with Director Gates of the CIA. Secretary Mulholland also met 
with us for a moment, and I want the record to reflect that Direc- 
tor Gates was very helpful and that Secretary Mulholland has 
shared with us the summary of the memo. There are some efforts 
now ongoing to see whether or not that memo can now be produced 
or reproduced in some form and I am appreciate both to Director 
Gates and to you, Mr. Secretary, for your assistance in that regard. 

I just have a few more questions to try to tie the loop here. I 
might add also that Director Gates informed me that he has in 
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direct response to the BCCI investigation and to some of the revela- 
tions with respect to earlier CIA communications process, has 
issued a new set of orders and instructions within the CIA which 
he is sending over to me this afternoon, but which have changed 
their procedures with respect to known criminal activity. 

And I think that is a welcome step and a welcome outgrowth of 
this investigative process. 

At this time, I also wish to insert in the record certain docu- 
ments pertaining to Mr. Bench and Price Waterhouse. 

[The information referred to follows:] 
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• OOltADlNMAu S1HIH tUNDuNIl lA JAU 


OAii February 8, 1989. 


from M A Faruqui 


to Mr Saleem Siddlqi 


SUBJECT PW, N.Y. DRAFT PROPOSAL 


1. PW, New York, Draft Proposal of February 1..1989 to 
Mr Robert Altman for BOCI's defense in the Tampa 
case and Regulatory matters arising therefrom. 

2. The draft letter was discussed by Mr Altman in the 
meeting yesterday in which the 2 Task Forces were 
also constituted. It was mentioned that the PW 
proposal will be seen by Task Force 2 which would 
develop a management response to the draft proposal. 

3. On the 8 "Principal areas of Assistance” in the draft 
proposal, Mr Naqvi has made some preliminary conments 
which are attached. 

4. MY VIEWS : 

PW are being engaged as consultants for the lawyers. 
They are to work with bank's designated staff, 
primarily Task Force No. 2. Their engagement arises 
from the Tampa case and, in my view, the scope of work 
should be limited to USA operations. They should take 
advantage of the comprehensive and excellent work which, 
I under st and, the Internal Control and Compliance group 
has so far done. This will provide direction and 
eliminate duplication. Their scope of work should be 
along the lines of following 5 points : 

1. Advise BGC on the transactions mentioned in 
the indictment and form an opinion thereon so 
that, if necessary, give evidence in Tampa 
court . 

As regards BCC’s U.S. operations : 


2. Review and advise BOC Regional Office and 

Agencies on - 

(A) Credit policy/manual of Credit Management. 

(B) Operations Manual. 

(C) Management information system between 
Agencies - R GA - Support Centre - Management 
stricture best suited to each Agency - RGM - 
S.C. 

(D) Compliance manual particularly relating to 
new Laws of money laundering. 

(C) Audi t Manual . 
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2 . 


3. Assist, as requested, BGC in implement Ing the 
enhanced criteria and strengthened procedures. 

4. Test audit agencies. Regional Office, Support 
Centre that new enhanced system working. 

5. Assist, as requested, BCC in meetings with 
U.S. Regulators and satisfying them of BCC's 
corrmitment to the integrity of its operations 
in U.S. 




M A FARUQUI 


enc: 
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OCMffiNTS OF m NAQVI 


PARA 1 


Direct dealing with Regulators will be Task Force No.l. That 
Task Force will determine when and to what extent P.W. has to 
deal with Regulatoirs. However, P.W. will assist Regional 
Audit /Compliance Officers in compliance of regulatory requirements. 
This will be determined by Task Froce No. 2. 


PARA 2 


Function of Task No.l in«a different way. 


PARA 3 


This is a policy matter yet to be decided. 


PARA 4 


This is the initiation of Regulatory Authorities. Task Force No.l 
is responsible for such negotiations. 

To be negotiated by Mr Altman. 

PARA 5 


To be discussed. 
PARA 6 


No comment. 


PARA 7 

Not required at present. 


PARA 8 


To be discussed at a later stage. 
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DRAi- 1 


February 1, 1989 


Robert A* Altman, Ea<j. 
Clifford & Warnke 
815 Connecticut Avenue, NW 
Washington, D.C. 20006 


Dear Mr. Altman: 

The purpose of this letter is to outline areas where we feel 
we can be of assistance to you and your clients, the Bank of 
Credit and Commerce International (Overseas) Ltd. and Che Bank 
of Credit and Commerce, S.A. ("BCCI"). We believe that the 
results of our work will be of benefit not only to the defense 
of the current indictment, but also in Improving relations 
with banking regulators and ensuring the long-term prosperity 
of BCCI. - . ... 

We believe that as a firm, we are well placed to assist you. 

We have personnel who are experienced with dealing with 
banking regulators, and through our strong client base, we 
have a high degree of comprehension of International banking. 
In addition, as Independent accountants to BCCI, we already 
have a good understanding of their operations on a world-wide 
basis. 

Our proposed work falls into two parts; regulatory assistance 
and Improvements in controls and procedures. It is envisaged 
that we would start this work in the United States (1-6 below) 
and it would then, by agreement, be expanded to a global 
review (7-8 below). Ve believe that for BCCI to be successful 
In its defense efforts and for Price Waterhouse to be of full 
assistance, step 5 (below) must be undertaken In conjunction 
with steps 1-4. 
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DRAFT 


February l, 1989 
Robert A. Aleman, Esq. 
Clifford & Warnke , 

Page 2 

PRINCIPAL AREAS OF ASSISTANCE 


Based upon our recent: discussion with you, we outline below 
the principal areas of where we think we can assist the 
management of BCCI: 

1. Begin work Immediately vleh state banking 
regulators on the current supervisory 
standing of the bank. This would 
necessitate visiting California to assess 
the problems and try to regularize them, 
as well as dealing with the authorities 
In New York and Florida to stabilize 
relations . 

2. Advise the Federal.' Reserve Bank about the 
degree of Instability with state 
authorities and attempt to work with them 
to achieve a stable Federal - State 
supervisory environment for the Bank. 


3. Consult and work with the OCC about 
converting the diverse state licenses 
into a aeries of federal ones for BCCI. 


4. Work with the Federal Reserve Bank and the 
OCC on an immediate medium-term set of 
supervisory arrangements for the bank. 

This would Include presenting these bodies 
with a set of initiatives and promises to 
satisfy supervisory expectations they may 
have. 

Fees for steps 1-4 are estimated at 
between US$1 25 - 150,000. 
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DRAFT 


February 1, 1989 
Robert A. Altaan, Esq. 
Clifford & Varnke 
3 


5. Review policies and procedures at BCCI 
locations In the United States. This 
review would pay particular attention, as 
you may direct, towards prevention of 
aoney laundering, and procedures with 
respect to deposit taking, account 
opening, wire transfers and extension of 
credit. Ve would review BCCI’ a written 
policies and procedures and visit BCCI 
locations In the United States to test 
their application. The review would 
identify deficiencies in policies and 
procedures and also any areas of 
non-compliance. Limited review of the 
transactions cited in the indictment would 
be undertaken In so far as these are 
relevant to an understanding of the 
general system of controls currently in 
place, although we would have regard to 
the work already done by you and the other 
law firms. The review would also 
contemplate the adequacy of BCCI's 
Internal audit and other monitoring 
efforts. BCCI's Immediate acceptance of 
such a review and willingness to Implement 
recommendations would assist in our 
discussions with the Federal Reserve and 
OCC by providing evidence of the Bank's 
commitment to the Integrity o£ ite 
operations. (US$150 - 200,000) 

6. Assist management In the Implementation of 
recommendations identified In 5. above. 

The objective of this work would be to 
ensure that BCCI achieves the best 
possible systems of Internal control. 
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Fees for this step will need Co be 
discussed after the results of step 5 are 
known . 

7. Work with BCCI officials on an immediate 
to medium term plan to regularize the 
bank 9 8 regulatory and supervisory status 
on a global consolidated basis. This 
would necessitate visiting key supervisors 
around the world and learn of their 
concerns and expectations and provide the 
framework to enable BCCI to meet these 
expectations. (US$100,000 plus) 

8. Review policies and procedures at BCCI 
locations outside the United States to 
identify areas for Improvement and to 
assist management with the implementation 
of our recommendations. Where appropriate 
we would have regard to work already 
carried out by other Price Waterhouse 
offices. Fees for this step will need to 
be discussed at a later stage after the 
results of 5 & 6 are known. 


ENGAGEMENT ARRANGEMENTS 


Our work will be performed under your direction and that of 
the other three principal law firms Involved in BCCI 1 a 
defense and the reports, data, worksheets or other documents 
ve prepare in connection with this engagement will be 
submitted only to you. 
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Any memoranda, data, worksheets or other documents we prepare 
In connection with this engagement will be submitted only to 
your firms and will become your work product. Any Information 
reviewed by us will not be disclosed to any person unless any 
of your firms or a court of lawful Jurisdiction directs 
otherwise. Any request by any person or authority to 
examine, inspect, or copy such materials or any attempt to 
subpoena or summons such materials shall be reported directly 
to you, Raymond Banoun, Lawrence Vechsler, E. Lawrence 
Barcella, Jr., or Whitney Adams. All Information, analyses, 
reports, notes, correspondence, recordings, or reports, either 
oral or written work papers, or other material developed 
during this engagement will only be used for this matter and 
in no other .use* • • : . -1-. - - ..~v- 

Any communication between Price Waterhouse and any of its 
members or employees and BCCI, their agents or other persons 
acting on their behalf and any communication with your firms, 
shall be regarded as confidential and made solely for the 
purpose of assisting your firms In giving legal advice to the ^ 
clients. Disclosure of the nature or content of any such oral\; 
or written communication shall not be made without your firm's > 
permission or at the direction of a court of lawful 
Jurisdiction. Any request for such disclosure shall be 
reported directly to Messrs. Altman, Vechsler, Barcella, 

Banoun or Ms. Adams. 

Above we have attempted to give an indication of the cost 
range of the work we hope to undertake. As you will 
appreciate this Is only an estimate based on our Information 
to date. We will Inform you at the earliest opportunity if It 
appears likely that our costs will exceed these estimates. Of 
course, if our costs ere less then the estimates we would bill 
the lesser amount. 

Our charges to you will be based upon hours worked multiplied 
by our hourly billing rates for this type of work, plus 
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out-of-pocket expenses. We will be submitting to you monthly 
progress bills as our work progresses. Our standard hourly 
billing rates for professional staff are as follows: 

Partners $275 - 325 

Senior Managers 200 - 250 

Managers 155 - 200 


The engagement team will be directed by Mr. Martin F. Baumann 
and Mr. Robert R. Bench, as partners-ln-charge. They will 
enlist the support of ocher partners and managers, as 
necessary, to provide you with the necessary level of support. 
Brief biographical details for Messrs. Baumann and Bench are 
attached. 

Please contact Mr. Baumann or Mr. Bench if you have any 
questions pertaining to this letter. 

Yours very truly. 


cc: (with attachments) 

Raymond Banoun, Esq. 

Arent, Fox, Klntner, Plotkin & Kahn 

Lawrence 11. Wechsler, Esq. 

Janls, Schuelke Sc Wechsler 

E. Lawrence Barcella, Jr., Esq. 
Laxalt, Washington, Perito fc Dubuc 

Whitney Adams, Esq. 

Laxalt, Washington, Perito & Dubuc 
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Robert A. Altman, Esq. 

Clifford & Varnke 

815 Connecticut Avenue, NW 

Washington, D.C. 20006 

Lawrence H. Wechsler, Esq. 

Janis, Schuelke & Wechsler 
1728 Massachusetts Avenue, NW 
Washington, DC 20036 

Raymond Banoun, Esq. 

Arent, Fox, JCintner, Plotkin Sc Kahn 
1050 Connecticut Avenue, NW 
Washington, DC 20036 

E. Lawrence Barcella, Jr., Esq. 
Laxalt, Washington, Perito Sc Dubuc 
1120 Connecticut Avenue, NW 
Washington, DC 20036 

Dear Sirs: 


Based upon the recent meetings in London, this letter confirms 
the engagement of Price Waterhouse to be of assistance to you 
and your clients, the Bank of Credit and Commerce 
International (Overseas) Ltd. and the Bank of Credit and 
Commerce, S.A. ( ,, BCCI M ) . We believe that the results of our 
work will be of benefit not only to the defense of the current 
indictment but also helping to regularize *BCCI 1 s internal 
control systems and regulatory compliance. 

The principal areas of assistance are outlined below: 

PRINCIPAL AREAS OF ASSISTANCE 


1. Analyze the transactions cited in the 

indictment. This review would enable us to 
understand fully the nature of the 
transactions and any related breaches in 
internal control* procedures • We would use the 
materials already collected by yourselves for 
this analysis. 
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2. Regarding the United States, France 

Luxembourg, Bahamas, Panama and Colombia, we 
will jointly obtain details of the following 
types of account: 


(1) accounts opened between January 1 and 
December 31 , 1988 by (or controlled 
or referred by) any of the defendants 
and which had a balance of over 
$100,000 at any time during the above 
mentioned period. 

(ii) accounts from which over $100,000 was 
withdrawn at any one time between 
October 10 and December 31, 1988. 

(iii) accounts in which a cash on cash loan 
of over $100,000 secured by another 
deposit at the same branch or at 
another BCCI branch was outstanding 
as of October 1, 1988. 

(iv) accounts in which sums of over 
$100,000 were blocked as security for 

> a guarantee issued to another BCCI 
branch as of October 1, 1988. 

Having obtained a listing of the accounts we will 
jointly select a sample of accounts for review to 
determine the nature of the account and the 
transactions therein and the sufficiency and 
completeness of the account documentation. 
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3. Assist outside counsel by providing services 
in connection with the Compliance Task Force 
being established by BCCI. The Task Force 
shall draft and place into effect procedures 
for compliance (and the policing thereof) with 
the laws and regulations applicable to the 
laundering of monies from illegal acts such as 
suspected drug transactions. 

4. Consult with BCCI and their outside counsel 
regarding regulatory issues. 

Other working relationships will include the following 


1. Mr. Banoun will obtain, for Price Waterhouse - 
London, explanations regarding the fi\(e 
accounts referred to Mr. Saleem Saddiqui of 
the Central Audit Division, as well as any 
other internal inquiry conducted by his group. 

2. Mr. Banoun will seek and provide to Price 
Waterhouse, information regarding any internal 
account review already conducted at BCCI 
locations in the Cayman Islands, Spain, Hong 
Kong, Macao and Che Netherlands. 

3. Mr. Banoun will regularly brief Chris Cowan 
(Price Waterhouse - London) regarding the 
results of his inquiries in Europe. 

4. The United Kingdom file review will proceed on 
course and briefings will continue to be given 
by Messrs. John Fordham of Stephenson Harwood 
and P.M. Raphael of Peters & Peters to 

Mr. Cowan (Price Waterhouse -London). 
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In addition to the above tasks, we will assist 

BCCI and attorneys designated by Mr. Altman with 

the longer term tasks which are described below: 

1 . A review of the accounts referred to in 2 
above for the period January 1 to December 31 , 
1987. 

2. Develop criteria for a review of accounts at 
BCCI locations (other than the ones referred 
to in 2 above) for the purpose of determining 
whether such accounts involved drug-related 
funds . 

3. Given the expected enactment of new money 
laundering legislation in Cayman and Hong 
Kong, a file review will be conducted in order 
to ensure compliance with the legislation's 
disclosure requirements. 

ENGAGEMENT ARRANGEMENTS 


Our work -will be performed under the direction of Mr. Altman 
and attorneys designated by him and the reports, data, 
worksheets or other documents we prepare in connection with 
this engagement will be submitted only to- the above legal 
counsel . 

Any memoranda, data, worksheets or other documents we prepare 
in connection with this engagement will be submitted only to 
your firms and will become your work product. Any information 
reviewed by us will not be disclosed to any person unless any 
of your firms or a court of lawful jurisdiction directs 
otherwise. Any request by any person or authority to 
examine, inspect, or copy such materials or any attempt to 
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subpoena or summons such materials shall be reported directly 
to yourselves. All information, analyses, reports, notes, 
correspondence, recordings, or reports, either oral or written 
work papers, or other material developed during this 
engagement will only be used for this matter and in no other 
use . 

Any communication between Price Waterhouse and any of its 
members or employees and BCCI, their agents or other persons 
acting on their behalf and any communication with your firms, 
shall be regarded as confidential and made solely for the 
purpose of assisting your firms in giving legal advice to the 
clients. Disclosure of the nature or content of any such oral 
or written communication shall not be made without your firm's 
permission or at the direction of a court of lawful juris- 
diction. Any request for such disclosure shall be reported 
directly to Messrs. Altman, Wechsler, Baroella, or Banoun. 

Our charges to you will be based upon hours worked multiplied 
by our hourly billing rates for this type of work, plus 
out-of-pocket expenses. We will be submitting to you monthly 
progress bills as our work progresses. The charges will be 
submitted to Messrs. Clifford & Warnke for review and payment. 
Messrs. Clifford & Warnke may request explanations in support 
of such payments. It is understood that BCCI is solely 
responsible for such payments and that Clifford & Warnke in no 
way assumes such responsibility. Our standard hourly billing 
rates for professional staff are as follows: 


Partners 
Senior Managers 
Managers 


$275 - 325 
200 - 250 
155 - 200 
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The engagement team will be directed by Mr. Martin F. Baumann 
He will enlist the support of Mr. Robert R. Bench and other 
partners and managers, as necessary, to provide you with the 
necessary level of support. 

It is understood and agreed that this arrangement may be 
terminated by either party on 30 day's notice. 

Please contact Mr. Baumann if you have any questions 
pertaining to this letter. 

Yours very truly. 
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Washington. D. C. 20219 
March 12, 1981 


Board of Governors of the 
Federal Reserve System 
Washington, D.C. 20551 



Dear Board Members: 

This is in response to a letter of November 28 , 1980 , from the Federal Reserve 
Bank of Richmond requesting the views and recommendation of this Office on the 
appltraMnn nf rrprtjf anri rnmmprro flmpriran MnlrHnr^ N.V., Netherlands 
Antilles, and Credit and Commerce American Investment, B.V., Netherlands, for 
prior approval to become bank holding companies. Holding company status would 
be achieved through the acquisition of up to 100 percent of the regular common 
stock of Financial General Bankshares, Inc., Washington, D.C., a registered 
bank holding company incorporated in the Commonwealth of Virginia. 

Our analysis of this matter has focused principally upon information contained 
in the application, the confidential supplement to the application and facts 
gathered as a result of our direct supervisory authority over seven of 
Financial General's subsidiary banks. In addition, on December 11 , 1980 , a 
meeting was held, at their request, with counsel representing the proposed 
investors group. That meeting provided useful clarification of the group's 
post-acquisition plans regarding Financial General. 

The current application is an update and resubmission of a similar application 
filed with the Federal Reserve Bank of Richmond in October, 1978. In a letter 
dated December 26, 1978, in response to a request for comment, this Office 
advised the Board that additional information considered pertinent to the 
application was required before an informed recommendatioQ could be made. 

Since the current proposed transaction involves the same principal investors, 
our prior concerns continue to be relevant. The status of the five major 
items listed in our December, 1978 letter, (a copy of which is attached) is 
discussed below in light of the information submitted with the Federal Reserve 
Bank of Richmond's tovember 28, 1980, request and other information available 
to this Office as a result of its supervisory responsibilities: 

(1) Detailed biographical and business experience background information 
on the proposed new senior management of Financial General was not 
submitted in either application. At the December 11, 1980 meeting, 
counsel for the investors group acknowledged the importance of strong 
management. They indicated that, prior to final Board action on this 
application, the candidate selected to become the chief executive 
officer of Financial General by the representatives of the investors 
group would be submitted to the Board for consideration. They also 
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indicated that the investors group would be prepared to submit to the 
Board a comprehensive operating plan for Financial General and would 
be willing to discuss with the agencies those plans in relation to 
the holding company system's future operations. Satisfactory 
accomplishment of these commitments will minimize uncertainty and 
concern regarding the future direction of Financial General under the 
proposed new ownership. 

(2) The October, 1978, application did not provide complete information 
on the sources of the funds needed for the acquisition. Additional 
detail was included in the current application, especially with 
respect to the actual amount of personal funds that will be 
contributed toward the acquisition by each investor. We have been 
informed by counsel that none of the investors are borrowing to 
finance their respective equity contributions. Although a definite 
loan commitment has not yet been obtained for funding the residual 
balance of the total acquisition cost, we were informed by counsel 
that negotiations were proceeding toward obtaining the necessary 
financing. Before taking final action on this application, the Board 
may wish to obtain all pertinent facts regarding the funding 
arrangements for the loan. Particular attention should be given to 
terms, backgrounds of the lender and broker, if such services are 
utilized, and any relationship the lender or broker may have with 
members of the investing group. The overall financial strength of 
the investors and the potential earning capacity of the Financial 
General organization do not suggest that there will be significant 
problems with the arrangement of a viable financing package. 

In this connection, we note that in the October, 1978, application a 
relationship between the investors group and the Bank of Credit and 
Commerce International (BCCI) was outlined. Members of the proposed 
investors group for Credit and Commerce American Holdings, N.V., and 
Credit and Commerce American Investment, B.V., also hold an interest 
in BCCI. It has now been represented to us that BCCI will have no 
involvement with the management and other affairs of Financial 
General nor will BCCI be involved in the financing arrangements, if 
any are required, regarding this proposal. This commitment is 
critical, both now and in the future, since such a relationship with 
another financial institution would be a significant factor in 
appraising this application. This is especially important in light 
of the overlapping ownership which will exist between Credit and 
Commerce American Holdings, N.V., Credit and Commerce American 
Investment, B.V., and BCCI. Moreover, any enhanced direct or 
indirect affiliation or relationship between BCCI and Financial 
General would take on even greater significance in light of the fact 
that BCCI is not subject to regulation and supervision on a 
consolidated basis by a single bank supervisory authority. 

(3) Cfcr December, 1978, letter expressed concern regarding the possible 
need for an additional injection of equity capital into several of 
the banks within the Financial General system. Responding to that 
concern, applicants have provided for an equity capital increase of 
$12 million at the consummation of the acquisition and have indicated 



their commitment to inject additional capital funds as needed. This 
injection, and adherence to the capital plan submitted by applicants, 
should be sufficient to preserve adequate equity capital positions in 
the nationally-chartered subsidiary banks. 

( 4 ) The original application provided no financial information regarding 
the investors. Since the applicants are new entities formed solely 
to facilitate this acquisition, the financial ability of the members 
of the investing group was and remains extremely important. While 
detailed balance sheets and income statements, most of which were 
certified by public accountants, were provided in the confidential 
portion of the current application on all the private citizen and 
corporate investors, conventional financial data has not been made 
available on certain of the investors. Applicants assert that the 
data is unavailable due to local custom and practice. In response to 
the agencies' concerns, however, the applicants have provided 
estimates of these investors' personal net worths, which appear 
adequate. 

Our additional request concerning information regarding the 
identities of proposed minority investors was adequately answered by 
the submission of detailed biographical information on each proposed 
investor associated with the group. 

(5) Analysis of the October, 1978, application did not indicate whether 
the investors would receive remuneration in forms other than common 
stock ownership, such as management fees or commissions. It has 
since been represented that the investors will receive nothing other 
than common stock in return for their equity contributions to the 
applicants. 

Accordingly, assuming that the investors group's proposed new chief executive 
officer and operating plans for Financial General are satisfactory to the 
Board and that the Board is satisfied that the financial strength of those 
investors whose financial disclosures are less than conventional is 
satisfactory, the concerns we expressed in our December, 1978, letter have 
been addressed. 

Very truly yours, 

C. F. Wjckenfuss/ III 

Senior Deputy Comptroller for Policy 
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Bank of Credit A Commerce Inf rnajlnr* 1 — ^ 


^ 1667 K ‘irriT 

Washington* O.C. 20006 



Dsar Hr. Ahaad: 

I enjoyed masting you yesterday. Thank you for tha vary 
plaaaant convarsation and lunch* 

Tha rafaranca matarial ve discussad is enclosed* It 
should vail suit Mr. Faruqui's r aquas t for information 
about astablishing a compliance function* Tha matarial 
comas from tha Compliance Sourcebook produced by tha 
American Bankers Association* Host of that Sourcebook 
deals vith technicalities of U. S. consumer lavs* Tha 
anclosad portion deals directly vith tha organizational 
interests of Hr. Faruqul* 

Again* it vas a pleasure to be vith you* and I look forvard 
to future opportunities to visit* Please don't hesitate to 
call me if I can be of further assistance* 
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Bank of Credit and Commerce International 

SOOmANONYME 

MU BP f W lVt OFFICE 

1M7K STREET. NML WA6HMQT0N. DC 20006 


February 1988 


Mr. Robert R. Bench 

Price Weterhouse 

Office of Government Services 

1801 R Street* N.W. 

Washington, D.C. 20006 


Dear Mr. Bench, 

It ves indeed a greet pleasure to meet with you end benefit from 
your vest knowledge end experience. 

I am peeaing on the useful reference meteriel which you have so 
kindly sent me to Mr. Feruqui in London. I am sure he will be most 
grateful end appreciative. 

Vith renewed thanks I look forward to meeting you again and remain 
in touch. 

Best regards. 

Yours sincerely, 

M. M. Ahmad 


MMAsahk 
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To: 

Froa: 

Data: 

Subj: 


This is in rssponss to your request to Marty Baumann that va 
hastily rsviav your second draft of tho I CM. 

My views follow. Others at PM are likely to provide you 
deeper technical input. My views are based on ay supervisory 
experiences. My views do not consider the ICM linkages to the 
other manuals you mention on page 152. All the manuals appear 
interdependent. Therefore, since I have not had access to the 
othar manuals, z can't opine on the thoroughness of all your 
efforts. 

As regards the ICM, it is clear that your staff has covered a 
great deal of information in a short amount of time. The 
basic material, and the effort you put into it, demonstrates 
your co m mitment. 

However, the XCM is not as comprehensive as published Internal 
Control Questionnaires of the 0.8. Banking agencies. Since 
the questionnaires are public, you should consider 
incorporating them in whole or part into your ICM. I am 
sending you today the FFIEC EDP manual and the OCC compliance 
manual, should you wish to borrow questionnaires froa them. 

Now in tons of the ICM, please consider the following: 

♦ 

1) Pace 7 — As we discussed, the ton* here is that the ICM 
is being written to satisfy perceived peculiarities, of 
U.S. markets and regulaton. The regulators believe the 
m a nu al is ne ce ssary for the bank's own internal needs. I 
strongly believe non-U. S. regulaton will have the seme 
e xp e ct ations, and soon. Accordingly, the tone end theme 
of page 7 should emphasise you are producing the ICM to: 

1) strengthen your policies, practices, and. procedures: 

2) to be e good guest by adhering to U.8. custom and 
convention: and, 3) to satisfy U.S. regulatory 
expectations. 

2) Page io ~ Many banks' internal controls an expected to 
achieve perfection. 

3) Page ll — in many banks, it is AlXAXB. expected that 
operating penonnel regularly compare assets with amounts 
recorded. 
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Page 2 


4) Pagg 12 — It is banking convention (vs. history of lav) 
that nanagaaant evaluates cost-benefits. 


5) 

«) 


7 ) 

8 ) 


P .fl g l ,1 3 -- The tone and theae of the conclusion needs to 
be revised consistent with fi above. 


PP 1 W9 These pages relate personnel considerations 
to internal controls. There is no sention in the XCK 
about what sanctions the bank will iapose on those that 
do not adhere to the XCM or other annuals. This 
discipline needs to be iaposed to give the XCM 
credibility, given the history of bank operations. 

Pagt 2 2 — The second paragraph raises the question about 
the independence of ICO to do its job. 

Paoe 25 — Suae as #7 above. 


9) E fl fli „3Q — All pages so far discuss internal controls 
covering AllHi. Liabilities and deposits are not 
heavily nentioned in the annual and not until page tt. 

10) Eaqg 34 — Perhaps liability accounts could be added to 
the list here. 


11) PP 37-39 — List Fed reports first and in the saae order 
on each page. 

12) PP 42-48 "** Revise frequency to include case-by-case for 
sudden large iteas or for a significant change in voluas. 
Dormant accounts need to be segregated and put under-dual 
control, a siailar policy is needed for "Hold" accounts. 

13) eigg 81 — a size criteria is needed. 

14) Plfli SI — A size and voluas criteria is needed. 

15 ) £liUl — ■ The OSRO annuals should copy the Internal 
Control Questionnaire of the banking agencies. 

16) Eflgf SS — Practices at each agency should be unifora. 

Any variances should be kept to a ainiaua. 

17) Paoe ss — it is U.S. practice to require eaployees to 
take two consecutive weeks vacation. Overdraft financing 
is not a noraal u.s. banking practice. 

18) Page 52 — nils is the first mention in the XCM of "hold" 
accounts. They should be nentioned earlier. 
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Pag* 3 


19) pp S6-107 — These questionnaires ara adequate. Th* OCC 
quastionnairas ara usad by all agencies, stat* and 
federal. Considar using thaa or intagrating tbaa into 
thalCM ovar tin*. 

20) pp 66-74 — OCC's FX XCQs ara battar structured. 

Considar using thaa. 

21) pp 68-94 — only six pages of this XCM ara dedicated to 
deposits. The balance saaas wrong. Thar* is no policy 
discussion about "hold" accounts. Thera is no policy 
discussion for back-valuing transactions. 

22) Page 97 — How do you ansvar 115 without tracing loan 
proeaads? Is this covered in another manual? Whara is 
the policy on overdrafts? 

23) pp aa-99 — Questions 26, 26, 31, and 32 are the same. 
Thara is no mention of valuing collateral periodically. 

24) Tha criteria for delinquency in the 0.S. is interest non- 
payment for 15. days and principal non-payment for 30 days 
(page 103) . 

25) pp no-123 — Z am not deep in tha SOP area. Nhat is 
hare appears adequate. However, considar using tha 
applicable XCQs in tha FTCEC manual sant to you today. 

26) pp 124-140 — nils section 9 appears adaquata. However, 

the follow-up procedure seems to be a posted card system. 
The card system indicates a lack of computer systems, 
since tha card systems easily could be put on a PC tied 
to a central system. . 

27) Considar using exhibit 6 of your compliance Manual in the 
XCM. Also consider portions of the OCC compliance Manual 
that X sent you for your XCM. 
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C H Bank of Credit anu Commerce International s.a. 

9 . UWWWmiQBMi o mce 320PWWAVCNUC MwvMWNvtoaa 


April 7, 1989 


Mr. Robert R. Bench 
Partner 

Price Waterhouse 
1801 K Street NW 
Suite 700 

Washington, DC 20008 
Dear Bob: 


I tnanK you Tor your PAX of April 3th from BelUe containing your 
hand-written comments on the Internal Control Manual (”ICM H ). 

With the California MOU deadline of April 18th and with the final 
review still awaited from C.S.O. in London, the submission schedule 
has now become very tight indeed. 

The next item will be our Operations Manual which will require a 
rapid review. As per the srrengements made during our meeting in 
your office on Monday, March 1 Mh, our Manuels would be reviewed 
by you within five or six working days and we will be coordinating 
this with your Naw York office so that the timings can be met. 

The final I CM Incorporating your comments will be sent to you and 
we would appreciate a lettar from you denoting your review end 
approval. 

Fortunately, after next week with the California MOU requirements 
completed by April 18th, we wilt have lass time pressure on 
future productions. 

With best wishes 


Yours sincerely. 



CC: Mr. Marty Baumann, Price Waterhouse, New York 
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Price Waterhouse 



April 11, 1989 



Mr. B. A. Palkhiwala 
U.s. Rational Exacutiva 

Bank of Cradit and Coaaarca Intarnational , 

320 Park Avanua 

Haw York, Haw York 10022 


S.A. 


Daar Mr. Palkhiwala s 


Thank you for your fax datad April 11. 

Tha typad varsion of ay raaponaa to tha aacond draft ICM is 
anclosad. 


Ha look forward to racaiving any othar Ba nu alayo« w ^ u* to 
raviaw. Plaasa transmit thaa through Marty Bauaann who is tha 
‘ ‘ nt. * 


ltad partner on this angag 
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FOREWORD 

This guide has been prepared for foreign banks 
interested in conducting banking operations in the United 
States. The purpose of this guide is to set forth (i) a 
general description of the alternatives available to foreign 
banks to engage in banking in the United States, including a 
description of the forms of organization, their powers and 
legal and regulatory structures, (ii) the implications of the 
available alternatives with respect to initial entry into the 
United States to engage in banking and the subsequent expansion 
of such activities, and (iii) certain significant reporting, 
administrative and tax issues. It does not cover these 
subjects extensively, but attempts to answer some of the more 
basic, broader questions and address matters of general 
interest . 

Banking is extensively regulated in the United States 
and differs significantly from banking in foreign countries. 
Accordingly, when a foreign bank is considering initial entry 
into, or expansion of, banking operations in the United States, 
or when specific problems occur in practice, it is necessary to 
refer to United States laws and regulations and to consult with 
legal counsel and/or independent accountants. 

This guide was prepared under the supervision of 
Philip P. Mannino, John 0. Hatab and Howard G. Johnson, New 
York foreign banking industry partners, with the assistance of 
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managers in the Foreign Bank Specialty Group. Additional 
information regarding our services to foreign banks may be 
obtained from Price Waterhouse, 153 East 53rd Street, New York, 
New York 10022, telephone (212) 371-2000. 


Philip P. Mannino 
Lead Specialist Partner 
Foreign Banks - Accounting and 
Auditing 

John 0. Hatab 

Lead Specialist Partner 

Foreign Banks - Taxation 

Howard G. Johnson 
Lead Specialist Partner 
Foreign Banks - Management 
Advisory Services 
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capable of providing significant assistance in the day-to-day 
management of a foreign bank. These low cost machines 
generally make provisions both for electronic spread sheet 
programs and for <*ord processing. Electronic spread sheets can 
be powerful management tools, permitting easy flexing of 
assumptions to determine potential results. A microcomputer 
with word processing software allows the users to store, modify 
and print large volumes of data and generally requires little 
operator training. 

c. Service bureaus - Traditionally, many foreign 
banks have utilized the data processing services of one of the 
larger local United States banks with which they maintain 
business ties. This service is particularly used for 
international transfers through CHIPS and SWIFT. In addition, 
service bureaus have developed a variety of programs to handle 
banking needs. Such service bureaus are equipped with the 
backup computers and personnel required to ensure reliable 
services. Most service bureaus also offer telecommunication 
links to terminals located in the bank's offices for inquiry, 
entry of data and other uses. Such communication links can 
also be provided to the foreign home office for inquiry 
purposes • 

IV. OFFSHORE BANKING CONSIDERATIONS 

In addition to establishing operations in the United 
States, many foreign banks also consider establishing companion 
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operations in offshore countries* The Cayman Islands and the 
Bahamas have become popular because of their relatively lax 
licensing requirements, and general absence of reserve 
requirements, income taxes, and lending limitations. 

Many of the social, political and environmental 
matters which should be considered by foreign banks interested 
in establishing offshore operations in these countries are 
discussed in the Price Waterhouse "Guides to Doing Business" in 
the Cayman Islands and the Bahamas* 

VII. PRICE WATERHOUSE SERVICES 

A. Application and planning process 

Normally, the application for a license is handled 
with the assistance of United States legal counsel* Where 
there is no pre-existing relationship with United States legal 
counsel or with a United States bank, Price Waterhouse can help 
by extending introductions to reputable lawyers and local 
banks* Additionally, Price Waterhouse will assist the bank in 
preparing, or will review, the bank's financial statement 
projections required for inclusion in the applications. 

Once the application is granted (or solhetimes before 
the date of grant, if careful planning is required), our tax 
experts will prepare a memorandum on the tax consequences of 
doing business in the United States. Such a memorandum will be 
geared to the specific requirements of the foreign bank* It 
will cover Federal, state and local taxes, where applicable. 
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toqether with the possibilities of obtaining tax credits in the 
country of origin* Particular consideration will be given to 
the possibility of coordinating United States banking 
activities with any offshore operations* 

Assistance is often required in establishing levels of 
personnel remuneration compatible with both United States 
living standards and home office policies. Advice is often 
requested for selecting the proper support staff to be engaged 
in the United States* Price Waterhouse's considerable 
experience in these areas enables us to give valuable advice. 

B. Accounting, auditing, tax and 
management advisory services 

As previously noted, the regulatory bodies in the 
United States carry out annual examinations of foreign banks 
operating in their jurisdiction* As also previously noted, 
there are no statutory audit requirements for subsidiaries 
(without securities issued to the United States public), 
branches or agencies of foreign banks in the United States. 
However, most foreign banks retain independent accountants to 
perform all or some of the following services: • 

a* Assist in dealings with the Federal or state 
banking regulators and other regulatory 
authorities. 

b. Assist in both corporate and personal tax 

planning (with the objective of achieving the 
lowest tax cost after considering home country 
and United States tax laws), prepare the various 
Federal, state and local tax returns and 
participate in meetings with the tax agents. 


- 68 - 




82 


c. Advise on systems design, computer processing 
alternatives and evaluations, and the 
implementation of accounting and control 
systems* 

d. As a foreign bank grows, it may decide to engage 
permanent internal audit staff to perform the 
majority of routine internal check and control 
functions. However, in its early stages of 
growth, the foreign bank frequently retains its 
independent accountants to perform the attest 
function normally assigned to internal auditors, 
either through an unrestricted financial 
statements examination or by preparing 
tailor-made programs to meet specific needs. 

These services are often designed to prepare for 
regulatory examinations or to help ensure that 
matters arising from such examinations have been 
properly attended to and resolved. 

Experience has shown that these functions can be 
performed more efficiently by specialized personnel resident in 
the United States with knowledge of a foreign bank's 
organization and requirements. Price Waterhouse has a team of 
personnel experienced in these areas and can provide needed 

services quickly and efficiently. 

We believe that our general experience and proximity 

to the foreign banking world in the United States, together 
with our extensive local banking expertise in our firms abroad, 
put us in a unique position to advise foreign banks operating 
in the United States* We take great pride in our 
business-oriented practice. Many bankers have benefited from 
our practical experience and specialized knowledge. 

Price Waterhouse partners and staff are trained to be 
of service to their clients and are highly responsive to their 
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needs. Addresses of the Price Waterhouse offices in the United 
States are listed on the inside front cover of this guide, and 
the countries in which other Price Waterhouse firms operate 
around the world are provided on the inside back cover of this 
guide. Partners in any of these offices or firms will be eager 
to be of assistance or to provide more specific information on 
the subjects covered in this guide. 
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Mr. Bench, let me just again, for the record, run through a few 
things, you know Mr. William Rybeck, correct? 

Mr. Bench. Yes. 

Senator Kerry. And you know him as head of the bank supervi- 
sion at the Fed, is that correct? 

Mr. Bench. Yes. 

Senator Kerry. During the summer of 1978, when you were on 
sabbatical, is that when Mr. Ryback joined OCC? 

Mr. Bench. I don’t think so. 

Senator Kerry. Do you know when he did? 

Mr. Bench. I would suspect it was the first quarter of 1979. 

Senator Kerry. Do you know in what capacity he joined initial- 
ly? 

Mr. Bench. Well, when I was away, the agency reorganized some 
examination functions and my old shop was merged into something 
called the multinational division. I believe that happened in April 
1979. Billy Wood was appointed deputy controller and then Billy 
appointed three directors, one of which was Bill Ryback. So, I as- 
sumed Bill came to Washington sometime early 1979 to take 
the 

Senator Kerry. Do you know if he saw the Vaez memo? 

Mr. Bench. I don’t know. 

Senator Kerry. Do you know if Ms. Carol Beaumier saw the 
Vaez memo? 

Mr. Bench. I don’t know. 

Senator Kerry. Do you know if she would have had access to the 
memo? 

Mr. Bench. They had taken over operating responsibility for that 
unit and that would have included the files. 

Senator Kerry. Now during the takeover attempt in 1978 of Fi- 
nancial General Bankshares, OCC was asked to give its opinion for- 
mally and informally, correct? 

Mr. Bench. I don’t remember working on that, but I think I was 
away. 

Senator Kerry. You were not there at that time? 

Mr. Bench. Right. I recall a — maybe not — because of other 
things, the OCC issued a letter by Chuck Muckenfuss in 1978 ex- 
pressing some opinion. 

Senator Kerry. Were you familiar with the process that led up 
to the issuance of that letter? 

Mr. Bench. I don’t believe so. I think I was not there. 

Senator Kerry. Wasn’t that in 1981? 

Mr. Bench. What, the 

Senator Kerry. The letter? The Muckenfuss letter? 

Mr. Bench. There were two. I think there was a 1978 and during 
the 1978 process I wasn’t around. 

Senator Kerry. Well, the date of the letter in which they com- 
municated with respect to the takeover was 1981? 

The question I am asking you is simply, did you have any input 
to that particular letter in process? In 1981 you were back there, 
correct? 

Mr. Bench. I am sorry, Senator, I thought you said 1978 and 
there was an action in 1978 and that is how I got confused. There 
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was an action in 1981. Chuck wrote a letter to the board of gover- 
nors of the Federal Reserve 

Senator Kerry. Did you have communications with him at that 
time about BCCI? 

Mr. Bench. I don’t recall that. I don’t recall having much to do 
with that process overall. My recollection of the 1981 period is I did 
participate in a meeting at OCC where Mr. Clifford came in and 
basically advised the senior staff of the proposal and then I was 
asked to go and attend the Fed hearing which I did, but my reac- 
tion as to whether I was heavily engaged in the draft 

Senator Kerry. One moment please. [Pause.] 

I am sorry, go ahead. 

Mr. Bench. I just don’t remember being an active participant in 
the development of the Muckenfuss letter. I may have been, Sena- 
tor, but I really don’t remember that. 

Senator Kerry. Did you prepare any memos for Mr. Muckenfuss 
during that process? 

Mr. Bench. I don’t recall doing that, Senator. I may have, but I 
don’t recall. 

Senator Kerry. Did you inform him of the gist of the Vaez 
memo? 

Mr. Bench. I have no memory of that. 

Senator Kerry. Did you show him the Vaez memo? 

Mr. Bench. I have no memory of that, Senator. 

Senator Kerry. Is there any reason that that memo didn’t find 
it’s way to Mr. Muckenfuss and to that deliberative process? 

Mr. Bench. No. 1, I don’t know if the memo did or did not enter 
into the deliberative process. My reaction is that that process was 
so deliberative that there is bound to be a file at the OCC on it, 
and would reflect it. 

I am little confused because there was a deliberative process in 
1978 and so your image is, was it used in the 1978 process and then 
in the later process a follow-on. 

Senator Kerry. Well, what strikes me is that the memo that Mr. 
Vaez wrote very accurately drew a picture of some extraordinary 
lending practices. It drew a picture of a bank that was grossly le- 
veraged relative to its capital base, that had very strange loan pro- 
cedures, that had nominees in its own language, as surrogate hold- 
ers of stock and position, all of which was reflected in the letter 
that Mr. Muckenfuss wrote in which he said, approved for the FGB 
takeover was made on the condition that BCCI will have no in- 
volvement with the management and other affairs of Financial 
General, nor would BCCI be involved in the financing arrange- 
ments if any are required regarding the proposal. 

Mr. Muckenfuss wrote that, “Any enhanced, direct or indirect af- 
filiation or relationship between BCCI and Financial General 
would take on even greater significance, in light of the fact that 
BCCI is not subject to regulation and supervision on a consolidated 
basis by a single bank supervisory authority.” 

Now was there, in light of that attitude and in light of that clear 
fear, was there not some inquiry or analysis with respect to the 
nominee problem in this case? 

Mr. Bench. There might have been, I don’t remember, Senator. 

Senator Kerry. You are not familiar with it? 
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Mr. Bench. I really don’t remember being heavily engaged in 
that process. 

Senator Kerry. What were the circumstances that ultimately led 
you to providing services to BCCI while at Price Waterhouse? 

Mr. Bench. As I just explained to Senator Brown 

Senator Kerry. Did you go through that with Senator Brown? 

Mr. Bench. Yes. 

Senator Kerry. I don’t need to go over it then. Did you also dis- 
cuss with Senator Brown the memo itself that was written in Price 
Waterhouse, the letter? 

Mr. Bench. Not really. 

Senator Kerry. There was a letter written in Price Waterhouse 
to Mr. Altman, to Mr. Wechsler, to Raymond Banoun and Law- 
rence Barcella. 

B ench. Ygs. 

Senator Kerry. This is a 1989 letter, March of 1989, at which 
time BCCI was in the news and the principal areas of assistance 
that were outlined by Price Waterhouse in this were to analyze the 
transactions cited in the indictment enabling you to fully under- 
stand the nature of the transaction and any related breaches in in- 
ternal control procedures regarding the United States, France, 
Luxembourg, Bahamas, Panama, Columbia. You also offered to 
obtain information, details on the following types of accounts and 
then you list a series of accounts. 

The letter says, “Having obtained the listings, we will jointly 
select a sample of accounts for review to determine the nature, 
and so forth — “assist outside counsel by providing services in con- 
nection with compliance task force being put together by BCCI,” 
and then a series of other working relationships were outlined. 

You were to work under the direction of Mr. Altman and attor- 
neys designated by him and so forth. And finally, it said, this en- 
gagement team will be directed by Mr. Martin Baumann and list- 
ing the support of Mr. Robert Bench and other partners and man- 
agers as necessary to provide them with the level of support. 

I guess my question to you is, part of this offer of assistance, sug- 
gested that you were going to help them with respect to the crimi- 
nal proceedings that were then the subject of an action. 

Was there in your mind any question about that, having such 
knowledge of this bank previously and having had fair warning in 
a sense a few years prior as to this nominee relationship and so 
forth? 

Mr. Bench. Well, the answer to your question is that my role in 
this engagement was to be a technical advisor to a process to help 
the bank comply in the future, and to rebuild— I want to say that 
again, to go over their systems of internal controls, accounting 
manuals, what have you, to be darned sure that the indictment 
notwithstanding, and that problem having occurred, that it would 
never occur again. 

As I recall it, our goal was to work with the institution to make 
certain that any operation of BCCI in the U.S. was absolutely up to 
standard and would meet every expectation. 

Senator Kerry. Accepting that as face value, and recognizing 
that you worked on the compliance piece of this from 1989 to 1990, 
correct? 
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Mr. Bench. Right. 

Senator Kerry. Is there any reason that you didn’t discover the 
massive fraud in terms of their ownership of First American at 
that time? 

Mr. Bench. In terms of this engagement, Senator, we were very, 
very focused on responding to various documents and enforcement 
agreements from the banking agencies, and memoranda of under- 
standings from the State banking commissioners. There was a 
cease and desist order from the Fed. All of those things had time 
frames on it, and we were driven by them. While we had a plan to 
help — to work with the bank to strengthen its operations — that 
plan got very accelerated and focused when these documents were 
served on the bank by the bank regulators. And so, our work was 
very focused in the U.S., very focused to be responsive to the arti- 
cles — 

Senator Kerry. When did the regulators serve those documents? 
1990? 

Mr. Bench. No, my recollection is, throughout 1989, Senator. 

Senator Kerry. If I am correct, the indictment was 1988, late 
1988 and the process went on through 1989. The plea was what, 
1989? 

Mr. Bench. I don’t know about the 

Senator Kerry. I think the plea was in January of 1990 — 1 year 
later. It was 1990. So you are saying then that most of the work 
then was in direct response to the OCC’s requirements or the Fed’s 
requirements? 

Mr. Bench. Generally, Federal Reserve and State banking de- 
partments. They were placing on BCCI enforcement agreements 
not dissimilar to what gets placed on U.S. banks, and those enforce- 
ment agreements have articles. The articles have days that they 
have to be complied with. What happens is the banking regulator 
sets the calendar. Here are the things they want fixed. This is 
when they want them fixed by, and if you don’t meet those dead- 
lines you are subject to further penalties. 

So we were driven to do very 

Senator Kerry. Were you at all disturbed personally in a way 
that motivated you to suggest to the PW personnel involved in this 
that there was something serious to look at here, and were you 
concerned about PW’s reputation in the sort of auditing/advice 
process here? 

Mr. Bench. I don’t recall that. My reaction to this episode was 
that the bank, having been indicted for money laundering, was an 

absolute flashing red light inviting every bank examiner of the 

U.S. into the agencies to take a look at what else might be wrong, 
and more than likely, a signal to other regulators around the world 
to think about taking a closer look at the bank. 

So my advice to the attorneys was, while you are worried about 
the indictment, the criminal activity, you could get absolutely 
whipped-sawed by a whole range of regulatory activity, as well, 
unless you address it. That is No. 1. 

No. 2, my other, I guess, intensity at that time was, as I recall, 
was that, as any examiner would recall, is that if you have a viola- 
tion like that, there is a failure. There has been a failure. Some 
kind of failure, and therefore 
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Senator Kerry. But you had no flashing bells that went off with 
respect to the Vaez memo? 

Mr. Bench. No, to be honest with you, Senator, no. 

Senator Kerry. That memo, it would seem to me, given what you 
read 10 years earlier would have said, oh, these guys are at it in 
wholesale fashion and this is not a healthy situation to be associat- 
ed with. 

Mr. Bench. That is a hard call, Senator. To be honest with you, 
it was 10 years or something before. No. 2, Joe’s work and Joe’s 
report in many ways was not an unusual exercise for us. We had a 
number of banks in the 1970’s that had 25 or 30 percent minority 
interest in something foreign that maybe they didn’t know enough 
about or we didn’t know about. We sent an examiner to find out 
and lo and behold, the bank ended up paying 100 percent, even 
though they only owned 30. 

What was good news about Joe’s report was Joe’s report came in 
and said: hey, yes, they have the investment, yes, they are super- 
vising it; yes, they have identified concerns, and, they are taking 
action to address them. 

So in that context, “case done” basically. It was a Bank of Amer- 
ica exercise. It wasn’t really a BCCI exercise in 1978 as such. 

Senator Kerry. Did you, as PW U.S.A., do any kind of planned 
analysis or risk analysis with respect to BCCI before becoming the 
auditors? 

Mr. Bench. Before becoming the auditors of BCCI globally? I 
don’t know that answer, Senator. I am sure we can provide it to 
you. 

Senator Kerry. Do you know whether or not in undertaking this 
relationship you relied on Price Waterhouse in other locations of 
the globe for information? Do you have any knowledge of that? 

Mr. Bench. I don’t recall that. We were really domestically 
driven. 

Senator Kerry. Did you ever go to London to meet with Mr. 
Naqvi or Mr. Abedi? 

Mr. Bench. Yes, I did. 

Senator Kerry. How many times did you do that? 

Mr. Bench. About twice. 

Senator Kerry. Do you recall the substance of those meetings? 

Mr. Bench. The first time I went to London was part of a gener- 
al trip to London. I had just joined the firm and the partners in the 
U.K. firm of Price Waterhouse asked that I come over and visit 
several clients which I did. One of the clients was BCCI. We had 
lunch. I met Mr. Naqvi and Mr. Abedi at that time. 

The second time I met them — let me correct myself. The second 
time I went to London, which was February 1989 I guess, I think 
Mr. Abedi wasn’t there, I think he had his stroke or he was not 
there, and the purpose of that trip, the 1989 trip was to basically 
accompany the legal team. 

I think the legal team, as I recall it, the legal team had taken a 
view: hey, yes, we do have a need to do this regulatory work as 
well as the defense work. I think BCCI maybe didn’t think it was 
necessary. So, the purpose of the trip was to just explain why we 
thought that the bank should pay more attention to strengthening 
its operations and policies. 
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Senator Kerry. What specific work did Price Waterhouse under- 
take on behalf of BCCI to strengthen its relationship with regula- 
tors? 

Mr. Bench. Well, that language, I think, is in a draft proposal 
letter that we sent to BCCI in early 1989 that was never signed. 
The intention of that language, as I recall, was this business of put- 
ting into BCCI the policies and procedures and standards that were 
absolutely up to snuff in terms of a review by any bank examiner, 
from any State commissioner or from the Federal Government. 

Senator Kerry. In order to do that, you would have to under- 
stand their procedures completely and their standing, would you 
not? 

Mr. Bench. You would have to do a diagnosis, or as auditors, you 
would have access to their examination reports. 

Senator Kerry. Wouldn’t that diagnosis wind up disclosing the 
phony relationship with First American? 

Mr. Bench. I don’t know that at all, Senator. 

Senator Kerry. Wasn’t that what you were doing? Wasn’t that 
what Price Waterhouse was supposed to be doing, was an analysis 
in order to help ascertain what the reality was, so that you could 
present them properly to the regulators? 

Mr. Bench. Senator, to the best of my recollection, there was no 
linkage whatsoever, in any of the work we did or any of the discus- 
sions we had, with First American. 

Senator Kerry. So what you are saying is that your work was 
completely compartmentalized, that the work you did with respect 
to the defense in the context of the compliance task force was ex- 
clusively on the money laundering portion and not on any other re- 
lationships? 

Mr. Bench. Well, I wouldn’t say compartmentalized. There was 
an agreement. There was a consensus that the bank should under- 
take their own work and with the help of consultants; to stop any 
violations occurring in any of their agencies; and to make certain 
that however those agencies operated, they would operate to match 
a standard that was absolutely satisfactory to the bank regulatory 
agencies. 

Then what happened, as I recall, was consensus building to do 
this. An initial engagement letter was signed to go ahead and do it. 
Then along came the bank regulators with their memorandums of 
understanding. Then the Fed issued a cease and desist order at 
which point, essentially the bank had no choice about further con- 
sensus building. They just had to comply and so we got thrown into 
doing whatever we could do to make certain they complied with 
those agreements at the time, as well as making certain, going for- 
ward, they would always be in compliance. 

It was a very operational, back-room kind of rebuilding of the in- 
frastructure. 

Senator Kerry. In the engagement proposal, the one that you 
have referred to which used the language which I referred to, Price 
Waterhouse in promoting itself to the lawyer team said, quote, that 
you had, “as independent accounts to BCCI, we already have a 
good understanding of their operations on a worldwide basis.” Now 
what was the basis of making the judgment that you already had 
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an understanding of their worldwide operations, a good under- 
standing? 

Mr. Bench. I would say that the basis of understanding was that 
Price Waterhouse, U.K., was the global consolidated auditor or co- 
ordinated the global consolidated audit of BCCI around the world. 

Senator Kerry. Would you say that that was an accurate state- 
ment, that they had a good understanding of their worldwide oper- 
ations in retrospect? 

Mr. Bench. My recollection at the time is I think they did. 

Senator Kerry. Well, if they had a good understanding they 
would have known what was happening, wouldn’t they? Either 
they didn’t understand or they were complications in the process. 
You can’t have it both ways. 

Mr. Bench. I understand what you are saying. I understand 
where you are going. 

Senator Kerry. Is that what you folks relied on here as the basis 
of your proffer? 

Mr. Bench. The answer is, Senator, I don’t remember that lan- 
guage. I am sure it is in the letter. I guess I would have to see the 
letter and think about the context. 

Senator Kerry. In the compliance program that you conducted 
with respect to their U.S. branches, did you find that the U.S. 
branches were in good order? 

Mr. Bench. In terms of the U.S. agencies, I don’t remember ex- 
actly what we found because I wasn’t out there doing it, our audit- 
ing team was. But my recollection is that there was the need for 
these manuals and there was a need for the bank to do things in a 
uniform way across the country and there was a need to strength- 
en policy-practice-procedure, internal control, et cetera. 

Senator Kerry. Did you find anything with respect to the owner- 
ship issue? 

Mr. Bench. I don’t recall anything coming up on First American. 
I don’t recall, in my work, certainly, I didn’t, but I don’t recall any- 
thing coming up on that issue. 

Senator Kerry. On the second trip to London with the attorneys, 
what was the substance of the discussion there with respect to the 
compliance process? 

Mr. Bench. Well, I remember, first of all, arriving that morning 
and meeting with Mr. Naqvi. We explained that we felt that, again, 
while everybody’s energy in that bank was devoted to the money 
laundering indictment, there were other things they really had to 
worry about such as bank examiners, bank examination reports 
and the fact that the place still had to operate everyday. There was 
a need to look at how it was operating and where it wasn’t operat- 
ing right, from a back-room standpoint, and to straighten it out. 

My recollection is that Mr. Naqvi was sympathetic to that view. 
He was not a back-room person himself, but he was sympathetic 
and he wanted the idea further developed. So, we met with various 
people around the bank such as the auditor and the compliance 
person. We took a decision to have a model which isn’t unlike the 
model that is used in the United States, that is you create a com- 
pliance task force that really etches out a charter as to how the 
organization will deal with compliance. 



91 


Senator Kerry. Was there a discussion there at that time about 
the depth of the problems the bank had with respect to its nominee 
structure on ownership in the United States? 

Mr. Bench. I don’t remember any discussion about that. 

Senator Kerry. Was that — sorry, go ahead. 

Mr. Bench. The discussions I was involved in had to deal with 
debits, credits, internal controls, loan review, that kind of thing. 

Senator Kerry. But the loan review involved stockholders of 
First American. 

Mr. Bench. Yes, but we didn’t get into 

Senator Kerry. You never got into that kind of detail? 

Mr. Bench. I don’t know whether you are right or wrong on 
the 

Senator Kerry. So you never got into any detail with respect to 
that? 

Mr. Bench. We were getting into the process of how 

Senator Kerry. OK, that was purely a process oriented meeting, 
you say? 

Mr. Bench. Nut and bolt, gearing kind of stuff, right. 

Senator Kerry. At that time were you still offering assistance to 
BCCI on a worldwide basis? 

Mr. Bench. At that time, as I recall, Senator, our draft proposal 
letter was on the table being considered. 

Senator Kerry. And was there discussion about what kind of 
benefits you could provide to BCCI at that point on a worldwide 
basis? 

Mr. Bench. As I recall the discussions, they took a view, which 
wasn’t totally incorrect, they started to — as I recall, Senator, the 
best I can — there was a shift in mood in terms of saying, we do be- 
lieve you. We have got to pay attention to the United States, we 
have got to deal with those agencies and make certain they are op- 
erating properly. So let’s get on with it. 

Senator Kerry. Did you ever meet with regulators on behalf of 
BCCI? 

Mr. Bench. No, Senator, I don’t recall any meetings with 

Senator Kerry. Did it trouble you at all personally that Mr. 
Altman was acting both as attorney as well as President of First 
American? 

Mr. Bench. That’s a good question, Senator, and your staff asked 
it the other day. As I recall, in our engagement in this compliance 
business, to the very best of my recollection, I don’t recall any First 
American issues. But the reason I say that is because it was very 
clear that in this exercise Mr. Altman and Mr. Clifford were law- 
yers for BCCI. The general legal team clearly jumped when they 
asked for something and clearly operated as if they were attorneys 
working for Mr. Altman and Mr. Clifford. 

Senator Kerry. Did you, Mr. Bench, have any sense of deja vuo 
at all, or any sense of premonitions, suddenly gaining life from the 
Vaez memo as you went through this process? Was there any link- 
age in your mind? 

Mr. Bench. No. I thought you were going somewhere else. No. 

Senator Kerry. Where did you think I was going? Help me. 

Mr. Bench. I thought you were going to ask whether I had any 
premonitions in terms of my general knowledge and background, 
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not necessarily the Vaez report but as a bank regulator. I am sure 
some other bank regulators feel the sameway, that this institution 
was around. It was an anomaly in terms of regulatory arrange- 
ments. 

Those arrangements maybe could have been strengthened or 
could they have been strengthened?, second-guess, that kind of 
thing. 

Senator Kerry. I have just a couple of more questions. 

I have an internal Price Waterhouse memo which states that the 
Price Waterhouse U.S. was going to coordinate the offshore bank- 
ing operations with its Cayman and Bahamian counterparts. Do 
you know who at Price Waterhouse U.S. was coordinating those ac- 
tivities with the BCCI offshore operations? 

Mr. Bench. No, I don’t. 

Senator Kerry. You have no knowledge of that at all? 

Mr. Bench. No. 

Senator Kerry. You never had any connection to that operation? 

Mr. Bench. No, Senator. I don’t recall any. 

Senator Kerry. To your knowledge, has Price Waterhouse ever 
made referrals to any criminal enforcement agency or any bank 
regulator at any time regarding the BCCI issue or any Price Water- 
house or BBCI employee? 

Mr. Bench. Not to my knowledge, but I’m sure if you ask the 
firm they will be happy to answer that question. 

Senator Kerry. We will ask the firm, but you do not have any 
knowledge of that? 

Mr. Bench. No. 

Senator Kerry. Did you come across anything suggesting to you 
that they ought to? 

Mr. Bench. No. In our engagement, no. 

Senator Kerry. Do you recall what Price Waterhouse was paid 
by BCCI on a yearly basis, beginning with when it took the account 
in November of 1988? 

Mr. Bench. I was told, but I don’t really remember it. I mean, 
someone told me that, but I don’t remember the fees. 

Senator Kerry. Do you have a ballpark? 

Mr. Bench. I want to say something like $4 million, $ 4 V 2 million 
over so many years. So much of it was for audit and so much of it 
was for special work. 

Senator Kerry. But you do not have any specific knowledge? 

Mr. Bench. Somebody told me, but I don’t remember it. It’s 
something like $4V2 million, Senator. 

Senator Kerry. That is all right. We will get that. 

Did your relationship in terms of the compliance process change 
at some point? I mean, you began as one of the sort of reference 
partners. Then, I understand, you wound up spending less time on 
it. Is that accurate? Did something change in the process? 

Mr. Bench. I’m not certain I recollect that. I can speculate. 

Senator Kerry. Well, we do not want you to speculate. 

Let me just ask you if you would consent to be available if we 
have any subsequent questions. I want to leave the record open. I 
am a little bit at a disadvantage because I was not able to be here 
when Senator Brown asked questions, and so I am probably repeat- 
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ing some, and not even getting at some. So we may want to follow- 
up with you with respect to that. 

Mr. Bench. Fine. 

Senator Kerry. Mr. Secretary, really, you saw your duty defined 
at that point as really purely administrative, and as one of a chan- 
neler of information, and not one who had a sort of executive re- 
sponsibility with respect to subsequent decisions. Is that fair? 

Mr. Mulholland. That’s correct. Yes, sir. 

Senator Kerry. And it was kind of, the buck stops somewhere 
else, in essence, because of whatever the administrative structure 
was. 

Mr. Mulholland. That’s correct. 

Senator Kerry. Is it fair to say that just as the CIA has created a 
new set of directives with respect to public flashes of known crimi- 
nal activity, that there ought to be a procedure in place so that 
when memoranda come from one agency to another suggesting 
that kind of activity in on-going, there ought to be a more account- 
able process in place to try to track that? 

Mr. Mulholland. Perhaps you’re thinking of putting on the in- 
dividual report where it’s gone to, so that you know that it’s gone 
to the necessary regulatory bureau. Yes. But I would assume that 
it would be the originating agency’s responsibility to make sure 
there is a process that ensures that it gets to the proper authori- 
ties. Yes. 

Senator Kerry. Mr. Vaez, are you a little bit amazed that this 
bank that you flagged in 1978 in a rather excellent piece of public 
service lived for 12 years to wreak the havoc that this has 
wreaked? 

Mr. Vaez. I guess in retrospect it is amazing. But I’d like to 
make a statement that will clarify something that I said previously 
that you did not pursue. I would like to stress the fact that Bank of 
America had identified the concerns that I cited. My report, basi- 
cally, capsulized the Bank of America findings into one OCC docu- 
ment, if you will. And while my memorandum apparently has not 
been found, my subsequent report of examination did contain a 
criticism of that investment. And that criticism incorporates a good 
portion of my memo. 

Senator Kerry. The criticism of the investment is contained 
where? 

Mr. Vaez. In my report of examination of Bank of America. 

Senator Kerry. All right, fine. So we should, in fact, try to get a 
hold of that. 

Mr. Vaez. Right. 

Senator Kerry. I think we do have that. If not, we will try to get 
a hold of that. That is where, at the OCC? 

Mr. Vaez. Yes. 

Senator Kerry. It should be at the OCC. Well, I appreciate that. 

Mr. Vaez. And that is the official document. 

Senator Kerry. I understand and I appreciate that. I think it 
will be very helpful to us, obviously, in understanding the full 
measure of what OCC had. We will certainly get a hold of that. 

And that is an interesting point also, particularly in view of the 
memo that went to Treasury — that is, the memo from CIA and the 
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other memo, because what you are saying is that OCC had a direct 
report notwithstanding from you. That is correct? 

Mr. Vaez. Yes. 

Senator Kerry. Mr. Secretary, I appreciate your coming and 
helping to share some light on this. I think there are obviously 
things that happen in bureaucracies, and none of us are perfect in 
that regard. A lot of things get dropped up here, too. And it is hard 
sometimes. 

There are further questions that I know we have with respect to 
Price Waterhouse. I know Price Waterhouse is not excited about 
that. But we do want to try to understand better what happened in 
the auditing process with respect to this entity over those several 
years. 

But that was not really the purpose of today's hearing. It was 
more to understand the connection with respect to you, particular- 
ly, Mr. Bench, in terms of your earlier knowledge and the interven- 
ing years. And we appreciate very much also your taking time to 
come in and be part of this process. 

We will leave the record open for answers to questions submitted 
in writing and will insert in the record documents pertaining to 
contacts between BCCI and former CIA director Richard Helms; 
and audit reports of Price Waterhouse concerning BCCI, including 
Price Waterhouse's 1990 “Sandstorm Report.” 

[The information referred to follows:] 



95 


DRAFT 8 JUNE INI 


« June 1W1 

RA limu E«q 
Assistant Oirsetor and Hssd 
of Banking Supervision OMsien 
Bank of England 
LONDON EC2A IAH 


Our Sir, 


REPORT ON SANDSTORM SA 



SECTION 41 OP THE IANK1NQ ACT 1887 
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In connection won our audit ft ha Company 1 ) and fia ratstad 

entitle!. ineluding Ssndsterm tfejdj^^idinp') and Sandstorm Overseas 
fOvarsau'}. togatnar tna Sarirapgro fSandstorm', The Group' or Ths bank 1 ), 
tor tna yaar andad 31 Dacamba r LW ye artaln Irregularities wars' drawn to our 
•ttantlon a nd to that o f tha Bank of England ftha Bank 1 ) by VBMMtfBA 
BMMW In January iMi. 

m aeeordanea wfth your (attar of tetnietlon of 4 March 1991 wo have prepared a 
raport on mass irrtguiaritiss and ratatad mattars which havt coma to our attention 
during tha course of our work. Thb comprised work in connection with tha audit of 
tha financial statements including tha review of reports prepared by an Investigator 
team, which included partners and staff of Plica Waterhouse, review of 
correspondence and other mss previously hold by I 
and interviews with senior management 


Many of tha findings summarised m this raport arise from examination of 
documentation and mtervtswa with former management by members of tha 
Investigation team. Whilst me findings art inevitably based on tneompm* 

Information, and certain detafis hava not bean corroborated, wa believe mat the 
ondoeed raport provides a fair reflection of what has occurred, although detailed- . 
analytes of specific transactions given h this report should be treated with ears. 

Work by tho Invoatigation team fei continuing and lb expected mat many of tho 
masers reported wifi be refined further as mb work progresses. 

R should be emphasised that much of tha information contained m Ms report b 
based on records which hava previously bean concealed fro m us, as a uditors, and 
only came to fight aa a result of our insbtsnea on ths files ofMIMlng 
sealed, such records having bean In Ms personal possession. 

Ths particular matter drawn to me Bank's attention by concerned potential 

deposits of spprosmatsfy <600 million not recorded in the books of ms Company 
or any of Its related entitles. Our work to date, has confirmed mat at bast tna 
major element of these deposit! appear to bt valid labilities of me Company or is 
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related entitles. The Government of Abu Ohabl his hawed to Holding* a comfort 
Uttar of WOO mason in mo tvara mat that* labanaa bacoma repayable, aa pan of 
a package of financial support arrangemanta concluded in Miy.lWl. 


The accounting raeords and (Inaneial position of me Group have boon feieifled m 
rotation to ma above transection* tor a substantial twnbar of years. infect meet 
bansaetione represent only a part oft wholesale deception to misrepresent and * 
falsify the financial position of Sandstorm over ma last decade through a series of 
complicated manipulations. These included the use of a related bank (Fork 
Overseas), which new appears Jelf^been controlled by Sandstorm management 
nominee and hold harmless a wa y rn srAv^h a substantial number of prominent i 
Miode Eastern IndMduais: of fund* placed under management 

■BMBSBMVMlnBly the formation of a significant number of 
companies and operation of bfe ftfrodg unts outside the Sandstorm Group used to 
disguise me nature of transactions ISo ro ute fends; the c reation of a further 70 or 
so companies to assist in the financing of EB MOp lfc agreements and 
unrecorded borrowings througn third party banks SHI and investment institutions 
mgg; and a significant falsification of tha accounting records (Involving false 
loans, transactions and confirmations) on such a scale mat me true financial history 
of Sandstorm la unlikely to be sbta to be recreated. 


m order to ptaee me unrecorded deposits in eonte* we have briefly summarised 
ma history of Sandstorm and the manner m whien deception on such a seals was 
achieved with reference to soma of the major customers and shareholder 
arrangemanta and relationships. Our report h dMded into ma following sections: 

1 History and Currant Status of the Pro blems 

2 Shares and Capital Noias 

2 Pouting arrangements 

4 Treasury 

5 • 

« s wxvz 

7 Unrecorded deposits > Tumbleweed end othere 
S Unrecorded deposits • felamie banking 


In addition, we heve prepared a separate report for the Board In rosptet of our 
concoms m rotation to Fork and Its relationship wfih Sandstorm which wa enclose. 


Please let ue know f wa can be of any further assistance. 


Yours faithfully. 
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1.11 ‘TTioaaio^nnirteiinoffioJaportofnoeunortdoWhnoborto wnkftftoObooA^ •> . ..* 
. \ roctfflod by no Inancial support anangomona provided by no aovemment or Abu enow 

1.14 \h ounmary no fossae bom Treasury and ncrvperfomkng teanowero ooneoaletf aNj 
Significant profits 'manufacb/sd' by vdrioua moenantamo lUtl® 


(1) * OtoBur* to roeord deposits and oner labBOal 

(2) no cnatfon of tedttoue ban aeaounto 


S 
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3) um of (unoi from Fork, wwch was ecrwofeo fry Sandstorm managsmarc. 

(4) um of third pony kmos pioeoo unoor management vdth Porte anodes. 

9) routing (undo between accounts using both PM ind otnor affilstas. including BCP. 
WFCO and s6ee and alto third pony banks, in ardor to dtogutoe mo naan of 
transactions, including tha bogus *rafrssning‘ of doflnquant accounts. A substantial 
numeor of eompanios were sot uo and oanvouod by no managomont of Sandstorm 
and Pork and used to route tones. 

(A agraomonta with and unrecorded borrowings through tftlrd pony bania ggg, and 
invoatmont institutions Mi. 

(7) purehaso of own aharaa Otrpugh nominees: and uso of buy • back arrangemens. 

(8) usoofthoundortylngvaluoofsharahottngsInWXYZtoIncrosSoloanointnonamos 

of nominees. 

m hold harmioaa agreements sMh. and notwaeoursa loons to. a number of major • 
customsn, including many promlnoni pooplo from tha kdddto Cast 

(10) eo&aton of major euatomdra in feap TO^ iss conflimstfons to tho ansmal auditor}. 

i.il In focam years those actMtlsa have ed^M^^signMeam seals in an asampt to 
eoneoal total lousa of several- batons «Miars^Vs total omount cannot bo ostabOshod 
both boeausa of (ho probioma of tMsn$|m|^npiax wrt of doeoption and boeauso wo 

haira had no aeesaa to ms iooaas of tondfOTar managomont trtmh Podt 

1.14 If* Watery of me bank's results sines to tourkjatton to shown at AppsndMtouwandingl. 

Tmt a is insufficient Wormaaon svajla&ls with which to roeraato tha bank's accounts with aw 
knowledge friat la now avoitaoto but on mo basis of tho tosses which haw boon concealed. 

I would appear mat tha bank has generated significant tosses over mo last decade and may 
never neve been profltaois h as omre ntsmy. 


Currant 


in our report to tha Oiractota of IS March ia>l emich eras prodded to the lank at 
background lor a mooting wim me Coosga of Banking Supervisors. wo tfaeuasedaportoio 
of problem loan of soma N baton whloh K w«a propoood woUd bo dealt wbhtmdar 
Financial Support Arrangements to ba concluded w#h mo dovommont of Abu Dhabi. 
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Financial Suepett Arrangements 


1.16 


Dm Financial Suopon Arrangements war* aignaa on 22 May 1961 auen mat « orowem 
loam wore aansferred at Pock vaiua to now eompawee <or realisation. attar gwnoo oiracoy 
by tna Government of Abu Ohaoi or. V not. targaiy guaramaao by & in tatum tor mo loan 
aaaata oansterred Sttddtorm recarved promaaory notaa denommated In US ootart ana UAK 
airhams. equivalent In toea vaiua «o <3.011 mason. kaued by *m Government. Dm iaa«uai 
tfak to Sanoatorm in raapact of these ioana tranatarrao la twofold: 


0 ) 


the local agroamants tor ma tranafar of loan aaaata to compankeA, Ai. and I 
previa# dot too loan aaaata ean be roaaaignao to too appropriata Sandatorm antay in 
«m event of any broach of tna warranty toat too loan aaaata do net involve any 
actfvtty whicn la criminal or Kegal and which. V mealed, might be exacted to 
damage dw International reputation of the Abu Ohabl Government Dm Abu Ohabi 
Government haa eonftmod that I knot Is Intendon to reaasign.dw loan aaaata in 
quesdon on too baaia of too dreumatancaa ttown to I at present 


0 


Inaofar aa the loan aaaata daneferred to Company B of 61,016 mOon exceed the 
amount of too guarantee of <780 miion of dm Oovammant of Abu Ohabl. the ’ 
Sandstorm Qroup would bear any addOonai loaaea on raadaadon. On dM bask of 
currant information the amount of <2M moon k considered to be raeovarabk. 


1.17 


drobkmtoane 

tovaadgadon work to data has coribmaiCj 
loan aaaata in question, and in pardcur- 
eoncam over recant years. Dmss are 
of too report but are aummarkad below: 



l 


'are toegukrtdas auroundlng many of dM 
major advances which have given 
mere dotal In <m appropriata aacdone 


bpecn at 

29.12.1M0 


»fttfmsMd 



• loans in names of apparent 
nonttaee, «Ah no Sabtty 
lor repayment Loanaccouna 
Include certain danaaettona 
not to any way connected to 
WXTZ or the named borrowers. 
Becoverabtoy depends on value 
of SIX of aharaa In VMVZ which, 
given dM current Brefihood of a 

distress sale and kgal dfflcudke, 
k Beaty to be heavdy d koou ntad. 


Dotal Compary A 


1.480 Unquanddabk 
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Seomraat 

SS.12.1W0 


Etanaiao 


WN 


teettous barn tot up to connoetton 
with repurchase of shares 

*13 

*13 

asensive account 
manipulation resulted 
In mtoapprophatton of 
deposits. Whan thoaa had 
to be mada good. letfltoua 
loans ware created. 

131 

136 

• « 

In 1988 MB deposited 
$100 miUton to be invested 
In Sandstorm aharaa on a 
guarantaad return tyagSfje. 
anaraa wara tran«fffr»|'«ftt»a 
dapoatt wm miaamepiffl^l 
On ‘disposal* andtaMvmanreg 
tha bank' eraatad VmifSSy 
fctwous bans. 

184 

ia i 

% 

t 

a 

ownad by Fork through nomtnaa 
shareholdings. WhtttBBB 
had canain operative accounts, 
am aeeouna art non-operalve 
ana contain fattoua 
nnsaettona and ehargaa. 

as 

• 


. moat oMmtfng hnon raesufM. 44* 41* 

IlgnlRcani nontfnaa amngamanto W* 

ana how harmiaea ware, ineMng vmewui) 

toranflemanta of uncertain togaHty- 



Signfficant uu of non racouraa 
acoouns tor datt ssnfcing; 
routing of intomaf and Mom* 

fanes: MilmtmdoM. 


I 
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fieeauraat 

21.12*090 

Lffl 

Etcmatec 

«tm 

- 

• Ippaart to have acted in a 
nominat etsioty m raaoaet 
el SDCC. Ml (a UK bam) and 

■ u wel u WXYi 

248 

• 

iso 

(tognv 

uncarts*) 

K*CO 

• a non consolidated alWate. 
Beosure relate! to parked 
loans tt avoid prevttenlno 

125 

12S 


and acMeua bar* lor 
debt aervietoQ. 


Other * kmiy •eeouna ot no 

commercial substance aat 
up for debt sarviolng. 



of Mama! ftjndhg. 


aoi . 2 B 1 

ijK? 

CRT 

ai i» 

» 

719 

(200) Piwwni 

IS «19 


OWf 


trtaesianoouB bad tondng 
and a ccounts that DM 
Paan manlputoted. Serna 
recovery proepecta. 


M 

mam StfcJtlana 

(lJi) rWWl 

ini a 


' Total tympany I 




1 . 1 S 


Unracecdad dapea> 


i) aMaad by MSI flare appaa rieba material deport UMUea 
of tmy^f the Sandatonn angles. *"*" 
mOonl Mil eiaar mat flare have baan atjrtnoam fes at 
I amounts tor fle last ton yaam. 


net iscordad m la books 
totaled approdmsitiy P** 
deposes at r “ 
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i.ili These unrecorded depose las sties (an Me mm cangenM: 


ft) Unrecorded deposits wnicn can M 
IMS back tp treasury i 
aMuiv iMfra . 

(Tumbleweed andfl 


442 


(8) Unrecorded deposits arising Item account 
manipulation in kiamie Buchan Uftf 

(IBU) h UK Bagten during i960 at 

(3) Unre co rded mkeaCanaoua depoena 


120 The Government of Abu Bhebi has issued a comfort** to he Bank hdteathg hat I sin 
reimburse Sandstorm to ha extant hat hose laettlss are proven to 6a (aelliiM of 
Sandstorm. 

121 Then matters are discussed 
he miscellaneous Sams, we 
dank. 

Fork 

122 We have reported to he dkeetomof Sandstorm our concerns about he taMonamp oaMaan 
Sandstorm and Berk and about ha Involvement or Fork in eansaetfone whieh have financial 
Implications (Or Sandstorm. A copy of our report oMI June 1M1 b enclosed u an 
attachment to his repon and includes axamptn of such transactions initiated by Sandstorm 
management the hformatlo n h he report re derived from a review of corres pondence and 

char (tea previously held «nd torn 

Interviews vdh him andiHBMBM. we have ebo had preBminary dbcusdone *h 
members of ha hveatlgation team who have recandy visited Grand Cayman aa part of h* 
Sandstorm Investigations. 



our report, where vrih #>e exception A 
appear to be genuine (eoatiM of the 


Raapons&Oy for and tawMedgo of the heguiariBM' 


Management 

123 From he hvaetigaM work |i apparent halt* sen* management of Sandstorm have- * f 
abused Mr msponafeOtiM to doped**, shareholders, hvestom, regulators and to ha 
bar***. The soatagie decisions to manipulate accounts, snd h pertfeu* how to make 

use of ha Fork reiatlonahip. he funds pieced rMh Fork id he value Mhh ha shame of 
WXVZ. are dearly hose orflM and MB 


124 ThoMiotion of ileaeury ord* and um of unraeordsd deposits is represented by WBM 

- ", however. I seems mom *aiy hat 


to have been ha sola meponeMtity of J 
■B was responding to he excitations of | 
eg here is evidence hatfli 

tar baek aa he late iSTffa. 


i and ■■ paniedariy ash other areas. 
I was hasuneniaih account tnanipulstlon as 


7 


DC 020296 



105 


4bi luniMM named «m a eare team «na wan targaiy raaaenaiM * ma eatien ana 
? uaiffcaaen of documemaaon aro (ragewani aeseunt arnnea ana bmca 9M aa fewwa: 


(Qenarai Manager of ■■■■ 
(■cecum offlear tar WttfZ ana 
(aeaaum affear tor TUnatawaao) 


•am iaac) 


(account officer tar major euatemer account) 


(aceoum officer of i 
r .7 moon by ^ 


t und no tab m INI: pato 


fraaearwM tar me banka retadonanip *an| 
flB|> taft ma bank in WO). 


(accoirt officer tar 4HBane i 
bam ana roctfvea aoj mdtan). 


I now tan ma 


ana Oenerai Manager oq 
WIND 




ima iNO) 


* • Currency ampioyN by fiancawm ae pan af d* v^vtaerr office, me pupate of vmien 

la te aaaat me inveeagedon Mam wtm ba an q uw a a . 

Uf ftom me aeaie ana eamptarty at ma Oacaptfan l la attar fiat meat of me aanar 

S ment of me bank, wnoaanetoa ware (and remam) ewemaiy loyal ttJVBand 
rare or enema nova boon aware of certain atamans af me ftaua Maryafmpiy 
mamjcfione mtymeufc nova auesdonod. Fafcre m do w appaara » nova aitaan 
tom a bilne loyalty s^Btna MPVdugn ab ort by ma Qrtjuai b aefcararttd amen > 
woe tmminkaeta » ouetaon aimer ®S3gS8Ssi> or « ta ay nctawony 

. mat meat ef mo aanior monogemem to* boon prowad M#t tagrdtan taana tarn M bant 
, amen an ma boata af pnvtaua tveftance art nor noeaaaarty npoyapta pntartnfl 

imnlra 

1 a wa have parteutar quaadone aoneaming ma siting aontor managaman at lanottermaa 
fitted bof^ W»to* netyN btosvar. H tr u tstod al af mam la obtain tgbvantan at ... 

. awns. Many at maaa aanar taacubna nma ta Nwa d inaau NeM te rn ^Blapparandy 

wimort quoadon and many aman an maly to be aWarfy impficated: 

MN . M m There d tridence of hta appro* of 

* aanam quaadenaota tan aaedena be aked 

mrougn am aceoum of 


urenuj fitndttorm’t marts bam 0 
aimeugnn* 


a af ma tanaaedeea 
concerned la uncertain. Vur*** 
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» sw tesaetae nnraa -n ussae: 
et ns macar sen MM «neut 
auaason. 


® ' Svtr m paneo ticm <*oni»ao a 
Cacamear iMO wa osfava gut 
AM suosiansai. V nst M. knowacg^t 
it at r* mana* esa* win in ns wean, 
ytt do not etteesa dam. awn a 
rasponaa b oiraet quastiona. und muon 
law. 

(9) Ovar da last yaar na naa givan 
additional /aaponaibiWaa u voneua 
doMduatt. defacing somaetdosa' 
lr.ao ba«w, wne isetir to now oaan 
dvoMd d lawouant nnaactions. 



tuokvnm in auastionaeia tinurism 
housing nemnao snaranosdga, Font 
loana ana Haa eontimationa. 


Jon asaeuOva 
Ana/vcedi 
tet^^onarai 



Pina accounang to noana moaaou angy 
Buna io 6a pan oil 
agoaura. 



(i) Aepaan » n**t eonoodaa 

nommaa snare wnaaeocna pareemany 
in m nanw oi ■■■kooKaa in 
'• Fork. 


(B BMMnwnt In aida aQfaamama unaar 

wtion landatoim oapai notea are 
repayoeta on damano. 



Was na Oanarti Manager olfll 
tor da padod (10H] to INO «nen 
touting ot fanda was most significant 


UK Region 


Prepeny transaction arid f0»ooi<aa 

d da nama of nontinaaa. 
Misrepresentation wfifttaspeet to 
banefeal owwanip. 


Qinifsi Manacaf (1) 


On doouetions fromJHB 

created fictitious fludomet dans » eevar 
up mttappropnstad fLdda d ION. 



ftespentfeie lor da 
aeeount officer lor g 
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nowtm Menagarl 



now writi isnesn. 

f Mtfiee sod* eonwmeaene. 


Creaflon of scmdus 



GamtMet 
legal 

UKftoflMfl 


ijt The management at tati natie* 
impreper vaneaeaena ana ne mr es 
waa at re mourn mmBB* 1 * wm 

' draewf) 

iji m re Igw ef tne aeaia ana sample** 
lean toiae » diaenarga M f wocntitHw 
with ra peaaWe eseepflon off““ 
of ra major irregularities wttn 
proceed w«n miaiaaeing ana i r 
boon informed of ra herd Mtmieaa 


eung July iSdO. 
teowng ten a art c n a h tan 
Braftng ef (fauddem agnomens.) 

ana bean magnify involved r ra 
but warm ua rat ewyrrg ray flo 


1 J 0 


191 


192 


191 


notion a la awieutt net te eonetuda retire 
Nrwraiaai rare ia no raieatfelt'i. 
present board ef Brecon wjs Mia 
sr rat I naa bean consistently 
. orar wormaaon. The leara had net 

own nwmwo «■ »<• mm »^n ifinere ivllfl Jn * 

managemenrs avia reiasonenip wtm a ntnoar ef maior OMtemara and anaranouaia. 

a emeter from i«M to INI and la tmpteattajn Irragutar 
fftr.uc*e)cni rtittng to m p^crm of Wi iwu in Sonoitonn mo CCAK 

as major leans nad te be approved by ra leard. but l aopaan rate 
erawBMns want to ra loard tor approwil after 

avoiding as oennL However. rare » We ovtdanea rat ra Narctoo* aftgo sgn 

tn tmrt ar reduce ra aicosuro to IncMduai CMtomar yWtf "^eSwSean^” 
of ra Crae# Wey. unata wars onan increased after ra ovant Mhotf rswanca on 

atfacava recovery aedoa 

evorai ra Nerd appear to ha^baan taken tn by and lusted, dominant and dscaim 
management, r ra term of OBjo ana OB 

f • 

Sherenoteen 


The mationenip between (■( and Warty 
Wng family of Abu OhaoTgcii 


s§ggg ana »o«ny .sjsst f*® **2!^ 

hack i ubitintiil numotf of ytifi. tnd f^AS i wy 

aiate one. »snd 

mSK sjk AwSa gg. 
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4reetors ano Nquaw* or 3 October ino. 0B>MV sentences toat the leant for 
ceueedon Dy ma anareneioert' wrsen nava new oaen proven to 9a »tmy fictitious. were 
recoverable. 


ija We have dlacutaee with me own accounts with fork whientnow mat ne 

taeatvad tonot in 1M9 and earlier from aansacdons purporting to ba deafing m Sanetterm 
shares where I now it apparant mat na had nerakeMeu. Ha hat confirmed mat ha has 
banaffltad from men transaction! arranged by OT and mat in Apt! i960 ha Mettnad 
etnar senior government officials or hit involvement we art unapia to establish tha extent to 
which hit position in rotation to HV ano VJI may have baan compromised at a resist or 
those transactions but wa nava bacotna awara or hit confirmation or what hat now baan 
ravttiad ta ba a fictitious loan in tha name ettha^W— ^— M Ha could not 
roeetoct signing tha cenfirmaflon mat wu prdsantod to him byflWKtno tuggattad to t» 
fiat hit tignatura mignt have boon forged. 


149 


Wa hava also saan circumstantial evidence or a prepotad tnara vansaoton with mm in 
tNi on a guaranteed return eatit; and a n tout o ( bcdf loan bom ^^ in 19M to Inanea 
tha (unauthorised! buyback or tharea tomflBBMBBBHM 



» ». 
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2.1 


12 


2.4 


SEfflON 2: SHARES' AND CAPITAL 20TXS 

Sandstorm was esaslianed in 1872 witn in original wn cacitai of 32.9 mfion. Thrown i 
number el aenp ano hgrns issue* mis had meraastd to IW nuBloft at 31 Oecsmcar 1890. 

■ appears mat over tM oana'i nwory eaenstva use nas boon mooo ot nomnoo 
snonoomonti to Imncitiui incroouo in onaro eaoital. Sharenddinga aopear to have 
boon Unancod bom dfecity by loano trom Sanditorm and Forte ano aioo from account ano 
eoffloanias unaor mo control ot«*snd Op The goo of nominee orrangomona 
atrowon Fora entitles has enabled Sandstorm to disguise mo beneficial oanersn® ot anaroo 
and has alao provided a pool ot anaroo tor setting guaranteed yioid oeflgaflena ano emar 
abutments, including mo gonoration ot tends bom anaro fading. 

CAffla tharanoldais. lnciudlnoi^^^^^^^ 9 ^B^ 0 PS^HMBK aeguirad anaroo 
on mo bosia ot guaramood ratT^new^B^mersaeajired mef anaroo on mo beta ot 
buyback arrangement. Thesa seamed® have bean a practice legate me favour el 
Muential people m mo MWdio East There la a flak mat remaining snaranoWtn may maka 
claims m respect of locsaa meurrad on Sandstorm anaroo \tfHen wore pureftwod by mom on 
mo baoia of buyback or guaranteed rate of town, and to dato ona ouen dam has boon ^ 
made by a termor maronddor. 

Investigation work continues In this area butte at 31 P acomber i**®Jj*”J* 
snares (M million 

hero boon mo case, I would ippoar 

in ma handa of nominooo at 31 DocomooriSw. *mflst a tetmsr 11 %. was owmod by rota 


There is evidence mat noWors ot capital notaa emeredte® 
provided ter repayment on demand Instead of in 

note iosua. There exisa mo pooaibfflty that ma remaining note heldera have emereo wo 
similar arrangements. 
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3.1 


12 


13 


3.4 


3.3 


3 . 7 ’ 


4C7I0N 3: ROUTING ARRANGEMENTS * 

office r London was ms source el injmxxn* for ms movement el tunes « 
oroer to eovsr me sxoosurss en teen account*. Thais routines trtnssc ticns «tr« wlsctsc 
5 y the ipsesi flutier osoanmint on me insuucocns WW s ne S 3 

gg/Bk tnrougn a numoer el bank accounts inetuomg mess controlled byGHHB cl. Pork. 

From me routing bank aeeouns already idenofled I is peesiwe to en that me Wtiai 
»anaactlona tea piaca on a ama* scale m 1981 ano remained fair* insignificant urns 1884 
Tranucaona appear to have eaasao by 1990. with the exeepoen el seme aceeunts at Hi 
controlled el Fork which ware used until [September 1990). 

The level of eetMty reached its peak In 1983 when eeme $1.3 bitten was passed through 
bank account on me instructions el memos* of the apodal * Mm * 

to coincide with the disclosure of the increasing dlfflcuniea on the Ttesfuy actMHes. 

The end of me yaar 1933 also appears ».h«vs been 3 * 

optftton of routfnfl oecounti with • •fonWotht ftductfon in octMty pusid through iffifiitod 


Funds were needed to manipulata me re cords of 
make good the deficiencies of me tress 
mass two problems were separately «r 
Companies enabled the •special duDei 
at a num ber of banks Including 6 CP ' 

JtK sndVRMBMHE BL 
identified but available documentation ri 


loan accounts at wsB aa to 

and K seema mat to soma i 

relationship wim WBB ) 

to open accounts In customers n amaa_. 

ibdtnJHBVHBK IHB 

~ T |0 date eleven such accounts h«ve bean 

toentmeo out svw-u- GW* 

Fropar account o pening forma and confirmatory Mam 31 paymant ^tnrc8^ were 
procured from gjOBl in order to avoid any suspicion about ma purpose and nature 
of the transactors. * 

Aside irom pessMBB oenk eccounts. the mpeeiel WW dspsnmsnt dMnaeded to 
aenarate transactiona lor otnar customer loan accounts. ReHtionehips ware established wm 
IcoiaSSS dornar letter* who would pats payments across thsir nostro aceeunts 
apparamty without the need tor a fun customer mandate. Thaaa Wnsaettona ware generally 
Ssetsd bv tasted telexes using the BCO London teat key or on the basis of personal 
toisohonseaila 9om members of the department Theee arrangements wtm 3CF Zurich, 

GCQ Spam • Madrid. WFCO and National Bank of Oman and 80CC were made pe*sibleby 
ma knowledge that may originated Horn me highest lavs^Mmmm^anMnd no doubt ms 
safftolt mat may were providing an aaaantW »**•» aSar not 
racordlno of mess unsactont appsarsto have **** ™ 

entered m ma ledger* or offactad by atngi* aided, but oempanaadng annas. , , . * - #t 

Transactions paasmo through Spam. Kuwait and Oman all appear to hM bw UarMabiB 
to^SsbrMciarvd the fund*, howtvar. fransaeton* mroogh SCP war* maritad 
•PAY WITHOUT MENTIONING OUR NAME* with the result mat the recipient was unable to 
Identify ma source of tads. 
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&• Account* ooersteo by management of Font *es * funner dimension to tn*u routma 

opentfl at SCF Uasmcourg.MBBB *no MB 
in no nam# el Fork ’eilera accounts' or in in# nam# of comcTMawL* 
had eom# unocr in# eomroi of Fork management I ispui mat aimcst as tranaac-ens 
w#r> a ourofl by m#mo'» or t#i#pncn# call* from th# -special OuOtf department to U 
■B who would hetruct payments to 6 # mad# by Fork staff in Cayman. or on th# bus of 
toiapnon# calls to th# branch managers. I n##o#d. than visit Sms# mna 

to sign confirmatory isnars covering th# execution of transactions. 


u 


The ability of th# •special dutfas* dtpanment to undertake tranaaetfona of inis nature *u 
unooubtMiy facilitated by th# corporate culture of th# Group, and a g«n#rai b#u#f #xpr#ss#o 
by a numb#r of thee# involved that whatever was being mdsiuksn byl 
had to b# m m# best mtsrsss of me Sank. 
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W» pagt ta« irtbwtiJf 
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SICT10H « TREASURY 


Central Treasury «m a os«on of n Hate C«ea d Sancstorm Owiiu. I was ut us « 
London in ii 62 to erovwe a eantraiiseo ire eeerenatao verves (or ra eivestmeni 01 
surous funcs generated By Senostorm wcrtow'oo. Cn a oay 0 coy Mu nvestment me 
iQweity management sennets wars ranoarao artw presetted guotinea to Treasury oy me 
centra* support office in baneon. 


44 Treasury aeavWaa tafl ho two tfsdnet functions: 

• The mvessnent funcwn wnicn noao in C 9 s. vtssury Bones and various oeaiing 
aoMtias: ana 


* The ioutdOy management (uncson «m ten udkad aurpiua Iquidity generated By me 
ICQ grows. Any tonds in axeaaa of rna investment requirements ware piaeao on 
me inter Bank market. Tha iquidity managamani bnetena ware performed mrougn 
ma London Iranon of IA unoar ma ewd oiraeaon of a manager within Treasury. 


4.3 


4.4 


Treasur y artvjtjes ware managed up unfit 1H5 By CHBB"ho was also raaoonaiBta 
tor ma flBQMB^rancn of SancudfflrOvMeta. men managed ma aceouna Bf a ; 
of ajcntfjcant cus tomers an d shareholder!. A Trasaury Coffimae e reusing* • 

— ! and 

1 aaaaury'aedntfaa. 'Jhesrfiaesehise of ma treasury comm«H aooaars to 

~ 1 aeeeuntec tor as pen of me 

1 tor raaaury resma 

stcarstey. Because na appeared to Be ganaraang ngnfeara profit hit leWMi eontmuad 
m an unconBoseo manner, and na was given inereasad raaoonatofflfaa in ma use of ail 
surplus Sandstorm tonea fdr trading and mveanitent purposes. , 

■i aposars to nave developed etose hu wjma major customer of ma Bar*.flBH 
Tappesm mat flSNca funds avmapte.tp fBfior nomg purposes on a profit snare 
Basis, in return tor which he snowed jHHs to use his name and that of hd companies 
- ■ and MHBA to os used tor fading tor ma account of 

sandstorm. SUttaded In a numoar of mamas, tndudfng cemmotofioi. hsurao and 
options, and to disguise ma nature of m acfivtooe. ha ap« Ttaaaury ho two as Wowr 


4.1 


• Normal taaaury actMSas. as dasertbad aPwa 

• Number two account actMtfsa. wmioh appear to have bean oantod M In ma name 
of partouafcsana. These acSwfKM pnytfeaDy Mgrmgmtd. ptortemwd by. 
afferent staff and outside ma scape of aaamsi audit on ma Basis mat may ware tor 
me account or pfhdta dans, m actual torn. &wm*tMt"nnoirQin 
me name of private dents But for the account of Sandatorm. to so doing ha 
exposed Sandstorm to significant KM and lost ooneaeraDie am of money. 


Ihrcuph falsa aeeotmfing using numoar tuo acooimt amds. suppiamantad pronto 
opened By me normal Boding ectMfiee. m order t o sasafy Jow targa*. 4 Hl created a 
Jncar d pod aceouna m me name of flfl|wtven used deposits credited » casna 
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U • 


kppuaip. «im enwn sown * ?•» apirp p* <*• m if* us-h 

/ikvck nnh *ne nw wiw ww ** wim *m »4m • wa 

wesftomroMorbnommi 

imuiRa ptoftt. Hneuany n m liny iNOi. M » «••% treeuw 
rwnc Knduni eiut * KW me bVN ndnj. Prom nmogasor ««m 9 sm. * 

atimium tncemp. MNiMiH ruustfl ttuu «M»M. Tiiwy PtPfl «ss«r » nt* 
«mmr M*pf worn 10 PBAeppi Mu *u« me tpnprui Best#* prow, w^ow 

««r« Murm pa cMing out M poMen* My not BeeMO «(iMt fM »tm ane n« 

■eeount Put Iapippc peunpi pppai Ktaurm. Kpi<WPPm*«»w«iMtM 

0( PMAQ ROtttf PPM. TNI PCMy VPWI * AM OPPII pPItPUtPAy prMPN II VIP 

yparp matt ini 

> M till r# M, ipquPitM f l**pw pf NAM wuy «MW *1 1 t*P PMPPPIP. ’ 

MPAPfiliAPAi fpcupiipfl W CpympA ip pany pip M *m *hp pi mi* ppupo pa m to 

ppMiinep. wp anewpipp M npAille«« ibum *•« PPiflfl Mi*PP pa ppma pno P«jrpp 
TEZVr Z API preppy «SSTlt*P pmpwp nnn 

ppp pyaBcPAI W»H «»» MUPP ft PMAfl M M J- 

sonciur^n mi M Kcounana mtradt looetlfl M to *comp«inei. wfli 
*i M n#tit $t MA0t>enL I itttin weri i*w«r »Mm» * *m bnni.^ . 

PMM wpy IP «&M» mh» iBPMpeTW*; "» * 


A| rNMtelten ««ft • PPSf MP WiCPtM ft* ^ M 

uwiin m iwi pf n twinw itopwpa. in« «w» , 

• taiDcwim * HNn *«« 0PPCP«8fii8w*«s»‘* r**e« m*» » «** 

APA^pflPitivna pap PPM <na peepuns. PA* Tlpppuy upppp- 

• tnfclP Tr pP««««A pfpgpmn M*PP PPPPrtPB WAPPI 1*1 wWilPAPiwm pap 


t» *PPPPA P» IPPAP «•* "P PPIWMBPl "MPAPP * •» "PN* P**®* **0* 


pplAQ partllSBiPI Pf PPPPP* plP*PP **?*J5*^*25L]2****^ JNNiP WBAAiip •*• . 

MpwpI, ms uvp n p«e»*ap • W teftMirmm. 

m^a IM tiraun Ml 1CA. IOPCO. «8CC PAP PM PABPIPP PAP »*P tlfm 
SEW SnW?» «SS«SKn pm pap pups ppamipwi 
PM. wNCA wprp PUPA IPXPIPPP PI P M* 

mPWPWr**^ 

^W.aws^Kyasr- w« » 

gpnpdl kAPng PPPAPPP Pi M ^IPPPXV CMPM** 
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M tn Sanoswm t \ ittl t nonry tny w aw<iiy or iom» so csson ncra. «* 
svesacutnsy proviete a stattmtm m Mien no ut out At «uu n* no 

acoartnay jneurrae a taruor yurt tan nsiury nan; kmw «n*n re am atfattvav 
neetn tan Sanoatenn managtmant. sogttntr vnn a significant maason of an arena s: 
Trtuury acMMt. Tha Mason of profits was pancmany tigntfieant « itti. tats ino tpa* 
wren fiesttoua profits watt suepousty step mason. a iae mason ano SX midien 
rasetedvtty. Iho M tsattmtnt is anaenoo aa Aeptnok *• tatna ptreo iptt to at 
Ooeametr iBtl flBetaimto flat via total amount of flau toutsrficMOua orofits «ai 
ataa million put flis • baton tejuasnam for lessii of P2S mason bookao in fla imp 
aeeounts u a raaufi of our rtasury ravio*. 


4.10 whist fla oattiia ofi^Sstattmara art fleaeasia of eonfkmason Ottawa fla racoru 
Pom flau tanitr ytirs art searu and ineemoeta. I fe eiaar flat flara wu a maior 
iMaappropnasen of tact ano taatficafion of aeeormsng raeoroa in fla tarty i 0 P 0 t» 


4.11 A^ooaunafldoeumantiraitangteNtmanagamaintofltaaaunrwiflMnwnannaiafi. 
W ieaa no uaod flit information to biaewnai Sandstorm. amen paid at mmon to prowm 
w m eiacic ainfl fla aua na tgra of fla aesvioaa of Tfaaiuty OMrtft wt n»w ntdjtpjcct tt 

to ^Bi *mo it eunan0yf^J9mBnHB^«MHBBim^H^B or 

anyofflt titeufttt awowo in fla oaytoeay managtmant of Treasury unear him. 

a • 

Amdng of vauuy Maas /!***& 

4.12 On fla oatfa of flgtfxn eateufaSAM^neamgiattd Ohm eencaaiad by Nm 
ftidu dinc h is autumant of fla taeibgootto), moon Nt taudufant leWfii up to 
tarty MBmspptar to tarn Oaon flnancm ua icl o*t. THIi antfyo* anpuid bo trasad wm 
caution boeauaa m Am not boon odto toSfindiy a nunbar of flo eemponara. 


acflJffflUfl 

Unracoteod dtpewa 
Pom managao taea 
WXVZ socurad bans 
ice CmiratM : dtpotaa. 

CS'a 

POT UVI 

Otnar lotna 



•CP twamoourg depot® 
Oflor 





IPO 

•0 : 

» 


1HP 
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LStMVfiesMul SWiiS 
leant tojuttto 
IOCS 


limeerded dtpaM 


* dm AB'unoM mi ow tfwusn •out oi Boor 1 dtoewt C»**cn uwpiiinta m 

iMtienTlenn m Mia el M urmereaa MeoM at Si Oteinew 1MQ. 

HtvOw el tfa Truiuiy peel icsounti Mi Mteatie tfwt drain «p«fl piaeao wWt 
Saneitenn ana its itflBipi. wen round into WM aeeoumi *«noyt baing rieereed as 
eeeeiia By Ssneitom. Txuury aeeiv to ra* one mm oipen* u »m lune*. wn 
faetymiwi ano iniimt Kmoto ^ 

tMta gnricoretd eipentt appiara to ?we ducsuitad hem 133 union « 10#2 to over fOQO 
ZJiW The reauedon » •aoofrtttfca^St'FaSmKy UM wm acNavifl inrougn »a • 
jncriasid mi el aaimai funei unear rpnagatBintfel lent tMu made araiaoia By M 

The maw wo el aucn unraeeroea dapeaita at Wa «ma u aunvnaraed By waa: 


Tume wtt fl 



■k. rtmam it unrtctfdtd tibW in it 11 Btciffibtf 

1N0 and to ma eurrmt data, aa dkeuaaad mera My in loedon 7. ‘The etner dipoi« i** 
Nnea oaan raimtatad and rapafe 
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WX1Z NO «0 IBM 

417 Iv June ins M *vai 01 flesttuo orefita Vweo oy icvstme mi «U u-ra- 
N ever U90 Men. Thor# uo sopors to rave eaan • AMO to uiviei cm nem nt e- 
in wo oooa of Saneawm (one Serk] at «s tuna. At a result toana et ass mm 
succoseay secures on m snares in WXY7 wars crt*n cown r June ins m tm nair 
on 



420 


4.10 Those funca wars asottd in pan to jpesymuiatao tout i of ri Treasury 

OMsien (l ijS million) witn no fsmauidar. ttana" weiiao t o oanam borrower accounts, 
inducing :SS8 moon) ana Mg^BQlQaesagnt at Font (1*1 miffient. At 

aama tim e (2S Juno iS SSl an am ount of i5T?1v»iion wu paid by fftaaaur yjwgBB K 
00 a aubaieiary of 400* company Jauoaaouanoy] ccnraiod by0B0 lvl 
unvflwn purpeaa. 

Otnor utPhadona 

4.10 Vfcm isos to lias Sandstorm aoeoars to nova naa an Mermai agreement witn iK 
M000:o aaeura leans given by no latter to Oancatorm nonwises. Sucn funca we 
uaaa by Treasury to service loans m an aoampt « raeuea tna nose tor year ana 
provisioning against oatnquont acsouno. 

The Font managed funds htvt/^of boon eaoablo of toenfleafcn by ua.wnaa mo Fomioi 
wars dravh down in aany 0fa arrangement 0B0 wa nova boon image # 
Identify Font loans of HIP Mon. 1h§ oopoaita and CO'a placed by imiratM and SCF 
warayfflaadby|^^4«nouauFiortaadoa but, waara Wormed, nova aubaaauanay boa 
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>tM oeen unaae to anaivee m 134 mdon aosuoaaon or Vda jk s t*n.«t «rt 
/** mono itMtanwui to eany Wt n netasasem. Nm aenem raesrdi trasao ow at 
' * Cacemoer too* re prwspai awcucn e» m ai ac o oan b nu* aeenu ohomk 




prance easn id Urc WXYZ wn i 
often m re noma ef nemnoM. i 

0tt3ttBbi*L . 

provide eun to tuna iniri aeswedona P 

Sandttbrm Hefejne i in re name of i 

parse 



ptQflCa eun toknd purcftaee of i 
in re nam* of AH 
invurnana in Caoit and Cawm i rei 
SCCC and etnaa. 

CtMr aejuaanana ef Dae Pane. 
UManoflae 


Unidentified enaggu between 



iM*aneiMS 


ti« 

» 

120 

t| 

m 

m 

34 


• . 

i: 


Broke* 

% 


422 lha main orckort uaad by Heaauiy dMeien aara: 


422 



424 


allowed lananomfetaa a atgnffleant overdrawn balance at 31 Oaeamear life <S4 
mfflon), wNeft wa poesibty uud a conceal touearpant' labanu at tia ISM year and. • 

• • 

OB§nu aatabtanee in 106a ana rapidly became one of me meet dgndeant ef re 
broken uaaa by treuury. la we al anaranowa n wert dominatad by major aptomara ef 
fanaitorm. InctuaPa^Winflli^^— and acme 70% of la anara ca pital we e 

B ln ra namee of people for whemBB *4 retained aa a04ar. Binned 
n luring Sancatorm In 1M6. u did Mb eapuiyBHS w «daequanay 
a anaranoidar and d r actor.’ Qaapite an apparent eaaauen ef seeing irw wan 
|«t ra inrtcatlon ef BBapoar anay an, re adrice from Pa Pan group audSem. 
Nmq paymena of ISO mfflon v*re meea to w#f6ft '*** •* W**) •* 

wnicn no faoaty far repayment mii 
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zcnoNfc 


1.1 


u 


u 


C.4 


u 


Background 

W» unoerstand ffiat M Group's banking reieticnehsp withaMMBaai began in 1973 wnen a 
piaead relatively iarga deposits wtih Sandstorm in UMmoourg and London. Thar* a sue 
tangible avioanca of other tutlmn until it?9 at wnich tima traoa finance has ana snieping 
loans wars opanac by tna Group. Evan at M tima me aeaie of tn# bank's lanoing to |MV 
was significant m rotation to is capital oa aa. and tna ratationsntp bacama ena of 
interdependence. A summary of tna history of MHV lan ding in rela tion to ma capital bass of 
Sandstorm Is snown at Append* L Thera * evidence tnst^MtaMiM uaao mis position 
as a lover to obtain anorMerm funding and repayment of non Sandstorm bank debt 

Aa a result of tna largo exposure guideanse imposed by the lank of KngSnd In lS77,jno_ 
accounts were moved to Grand Cayman, an d In 1978 wnen I became apparent matosM 
mm was In inancSI difficulty Ml and WOTS took dfrect iesponsib«y lor mo 
aecouns. I appears mat account manipulation began at mis sago, and to Ms and a ipocsi 
duties' department was set up to oversee these accounts. ThS was a fejMma occupation which 
Involved me manufacture of documentation, inflation of account turnover, concealment of binds 
Sow ate and involved some 7S0 accounts ovar a Sftaan year ported. Turnover in the period <ms 
soma SIS bifloa 


Management in collusion etith ■■ 

Iowa indudkig: 

* use of Wbank* accounts 

number of accounts (particularly 1 



matnoda of deception to conceal htnBs 


funds and titan ledttfeutod Siam around a 
1993). 


•. wnsfars between W locations in afferent parts of me world to create turnover and 
bnpiy debt serving, particularly just before year ends. t % 

• conduit aeeouraa at etfomai banka, under tie control of Sandstorm officers largely altar 
1990). 

• funds ffinsfera through Id and neon accounts at various Sandstorm branches. 

• use of axoasslva interest and charges to provide praftti. 

The bank beloved mat the Mure of WBWB would have cryetadsad large lossst w ttich 
would have eroded Via bank* capital base and put la very aurvM m doub t To even Iqu idation 
of aiBaav. I would appear that Sandstorm emrfcad Mty deaav wfihUMVftap 

management to aneue that third pany bank aapdtias. many ol which emraieaehaduladlh-l99a 

to 1999, were mot as twy tel due. 

By iha early 1990's tits position of me bonk wa so compromjsod by Is raianea onfl^Bt 
mm mat more eompfcated manipulation was nacsasaiy. Thfehvoived fcousatf warnal 
funds managed by 9ork entities, m pan Ms was achieved by loans drawn down In POrtt wBhtha 
binds routed to Sandstorm, with such loans being repaid by short-term oftshere accounts being 
dmwndownm Sandstorm, m addition Pork appears lb have uOsad cartgMomal bmda 
avaiiabia to I. Such btndng was most slgrtiRcant in 9ta period 1994 to 1999. 
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Anafytia of tating 


8.0 Bank ampfeyata working wlin — AM ntva now racraaiM a oataine anaiyaa of at Mtmai 
totting wkSaafl wiinin MMm accounts as Mows: 



• 

• 

Drowflowna 

Atoaymanta 

WMB 

Ovmnoings 

31/18/00 

INI * 1083 


180 

.’ 72 

130. 

JLA 

818 

1084 


822 

• 

.. 18- 

838 

1068 


848 

1M 

80 

880 

10M 


300 

2*7. 

V 

160 

1087 


1M 

18 

48 

108 

18M 


• M 

18 

83 

71 

IBM 




*• 




U48 

fit 

m 

1.180 


#.r 

8.1 


This anaiyafa has not boon eapaofa of varltesAn and must Motors ba tsatad w8h caution, 
but otat an Meation of Ota ftsfe tea^arilMjanipufaOon of fha wpoaurs. ' 


l gtas 

According to tna bank's raccrfla Via i 
waaaatoiMo: 


I 

i nsi w imii AJnorsg ^mrang 


Adduction in — taoflMaa to Mrd pantos 4*7 

Adduction in W lab% to Banoatorm 188 

UabOttos of othor borrowers to Bandatorm _B 


JS 

U lha routing of totta oppoaro to Dm boon ftough 8to loaaMng anooac 

8 m 


Sandstorm AlMaiso 

BCA 2Koh 

828 


BCA Uwmboug 

184 


tee QrandCayman 

1M 


tee London 

87 


ICO IpaKi 

or 

a 

NBO 

M 


Othar 




-BE 

ConduB aooourao 


808 

Vat to ba WonMad 


JU 



1240 


SB 
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S.YO . * afifivt analysts ftav* ytt » Da suotarafttae Cut giva a flanarai eutfn* of v»ntt t: stars % 

ntvt transom. 

, Otthoti aoeouns 

I .11 inmcaraeantyaaaw’spacaioutifis'oaparaiantwiftinvofctdinfaerteajing information in 
laspaet of n 'offsiwa aeeeumr. INs metucao tha eroatio n o f prefltes of mo oanaflcfai ownars. 
financial informati on. falsa fnasuetion Man ate. Tha Mationsftip of mtat p articular aecou ra 
wfm Was finafijf acknowiaogad by Sanoswm and Mflpai as • naua of tna 

oak fores investigation m sarty 1890 ano assumed responsibility lor 73 otftinera aecauraa 
with an exposure of 8284 mSfion at 31 Oeeamoer 1M8. 



« 

a 
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Background 

I k atogad ffiat Sanosarm has acsuMd a 81.6% merest eurrawly Ihrougn eight nenwaaa. 
to wXtt toe uttmata fading company a toe Fiat American Bank (FAB). toe Orgeat banking 
group to tna waanington am won erect taw Banking leanest a oparaa In tavan tana. 

TOa Interest tppatrt a have been ooainod wougn Bandtarm or toaffiUtad imnpanioa 
arantfng ioant a certain prominent Mtedto Cattam inoMduaia v*n which a subscribe lor 
westo WXYZ men act BV or ^B WemnBied too inanhoWw CQaintt tyltoaty 
ter tea loara dUburtad in teair names, in fttum ter which tea thararawaa gavtSanttarm. 
torough a variety of snare dating and atarray airangenantk aute^ jote^ andtei 
shares to VWWZ on teair behalf. These indemnities were utualy h tea noma of Fork. 

The toeattv and affect of tea verioua nominee and todamnSy arangemenW % efaarly 
uncertain and a matter on which legal advice wtl need a Oe sought In erflerto **c*ateine 
uWmaiaM Beneflcai ownership, but prefiminaiy legal opinion woUd auggtat teat tee mgaareo 
Shareholders do appear a have been nominees. « 

Sandstorm's termer management have reprojanad a ue J* 

term of a 'merenam banking <r«neac«or^tftete ^ tKv eye ««id te a w*P*g 
no time using any voting rlgwa or K? 

of First American. This a 

evidence a tee effect teat BBBB ®* rtt » tee recnamam of a 

tenter executes tor FAB, and certain i 

Hstery of operadora In tea UB 

to tea early yearn of ttt operation Bandtarm ^ST.'S 

ageney operttiona. Management however perceived tosHf Sanos ^ iW a adltev a tea 
BtafiiB of a eiobiJ binning organisation m Ins with Ml vision, ft nttdtd subsfawy 

a acquire a bank to New York. 

Through BHi eomacta wlh Bert Lancs. FAB. at test 

acquisition argot aid h tea parted bom 27 December 1177 a 10 Rbtuayif7l i • 
some one minion entree to FOB. representing 18% of to# ordtoaiy capital were ac mired on 

behalf of Sandstorm to too opanmartat. wafaa, 

purchased on bone# of eertain hveeare ter whom » acted a» toveeiment etetec r. rnrw m, 

CmSu » een evidence a suggest teat **'^ , *Jf* 

were used a latp hdMdual ownership beta* «% end to anaue teat Bandaarma tame «w 
not appear. 


The Investors mare: 



(on behalf a i 


(mbtaqusnUy add a jB) 
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OMWMp of WXYZ 


U Af tr varioua faoarai ana state ftamung ana regulatory aosrova*. agreement -Mm tne SEC ana 
FSB. a sneer offer lor tne renaming FOE inaraa was maoa By first American Csreeramn 
(FAC) on 2 Maren 1012. ano contra o t FSB was saeurad oy WXY2. 

IJ me WBai eaoital ccreriMon into WXYZ (Including tna original frweetora* FSB anareneioino) was 
BIN million oamg 100.000 inaraa at 81.800 aaen auoacnbad aa Mows: 


Meet 



4? - 

* 8.10 Shea meat mmai aubseripdena tnara nava been a numear of ffgntt laauaa by WXYZ aa aat out 

jlllftiy 

BWWm 




NoofBharaa 

Mea 

tSSfi 

Amount 

Mah Bumaaa 

02.03.82 

nui WDtQnpwn 

mo 

14 

IN 


1B.0B.I2 

ngmafeauo 

18.7 

14 

N 

Ossa A shares 

22.12.83 

Mgrasinuo 

30.4 

14 

7B 

FAB, NY 

28.07 JO 

Rights toue 

B7.7 

12 

IN 

N8S 

17JBJ7 

Rights Saua 

<74 


111 

NBS . 

1B.07J8 

0 

HgmiMM 

18.0 

2M.1 

. 

2J 

8 1 8 

Repay loan from 
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• ji it !v u M »!?m tnaraneieara *na weuc aecaar » :« ww-aa* ft laf-easm :r *«* vt 
• * esnctmaa. amseat ad et mr Altai inc ausiaeuara ateurscera #r ic-*a ulm m */t :tn 
lunote by oasurtimann jam Sarcasm. vten nava tear ftsae sem r« wm: vxvs 
aeesuraa «tn a law. sameuany r tna aany 'MCI. aem amar aesacsa. tcuctj •» "nuufy 
peoaesstre. 


*•2 


At 3i Daeamear iaao anna aftaan rapaarae arawiecara. afta aeaaar a note sa* mi as 


no * 
jjjjy 


uanavei 


Jcaafta www: 



Cvw anarareeara 



U) awaa wo by 
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8.u 11w amountshwng tun said, atmougn in csnscaratton tor marts. were oemtee « .new ban 
- accounts n Mat name. Given me manes ey wnen tn* raourenasa was etfeeteo. mare «' 
eenaidarasto uneanamy as to tha beneficial ewnannip a f me mares in WXVZ regawreo m rna 
nama of ■■•although we undersano mat steps nave seen initiated to sansrer ma snares » 
me Ceoartmant of Private Affairs at eempantatien tor a piaeamanr asaereaa into Treasury some 
yean age. * • 

8.15 The abmrs lean batonet rseoncSas to me amounts takan mar by Company A at totows: 


Loans u above 


1.417 

4BM8 BHtosMi 

• 

18 

WXYZ Debenture 



Total to ba assigned to Company A 

# 

1.450 


a.ia 


Tha evidence el me nominee reiatfenenipe varies Out typically mebdet one or mere el the 

TSiiwWingt 



Held harmleu letters 
Signed but blank share transfer 6 
Signed but undated and blank ~ 

Share deposit agreements v . 

Utters or agreements governing i itfon of WXYZ shares 

Powers el Attorney 

Agreements covering the payment el toes to aharehoWars. 



« 

l 

» 


5.17 These documents are often In me name of Perk Oversea er Holdings, albeit sometimes signed 
by MBBf. The effect of these arrangements essentially appears tobe mat the account holders 
wars indemniltod against any labSty tor the loans but have no anfftlament to any profits seenttng 
from the underlying tovosonem in WXYZ. 


5.15 

•• / 


The nominte thartheidars appear to have received toes to respect o I their services, only some 
efwhieh wo have been sole to fraee: ' 


9m 5100.000 

5505,000 


P5 


1555* 1585 

on as August 1850 


PPfwiWV 


on 5 August 1885 

5341400 

P5 

h 1885 • 1880 

5600.000 


In August 1888 

5380400 

pt . 

In 1888 • 1880 

5111400 

P5 

in 1888 • 1880 

842.000 


8)1580 


51 to 58 mMen pa tor use el hto name tor Ttoaaiay fradtog purposes 

turmarttibomMl 

SlfmJBonlnAjly 1087 (Source not Identified) 


51 mtoon pa in 1888 • 1590 frmeonoborated) 


II 
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1.19 


m sedition. payments of till meon ano $6.1 Mien respectively ware sate to Nnnmi 
M l «no |M susooteoty in consideration <er dm anginal tuescneten of snares n 
WXVZ put rodeo up interest notwithstanding mat the wn eanmueo to ee rtgfcertd m tner 
names. 


Uaaof WXYZ 


ferotiwr 


130 Sandstorm management have ufeefl the security offered by the irwaetmem' In WXYZ. as a means 
to: 

0) disburse funoa tor tetany unraistsO purposes. It particular to a^uat unraiatad lean 
accounts to avoid the need to book provision. 

(2} generate substantial amounts dl tattoos income to enhance S«)dstorma rapertao profts. 

t2i IWa nas been facttstto by the fact mat tie investment has Increased m value over time, 
■flowing capacity tor were loan drawdowns made possible because me seeount holders were 
indemnified against any lability tor tne bane, in addition a substantia! number of now shares 
were issues by way of ngnts issues at not asset value mersby providing excess borrowing 
capacity, which was also utilised tor other purposes. 


632 The total amount of loans, supposedly, 
■ tne effective data at which may were 
agreement concluded on $2 May 119' 

Equity capital subscriptions relating to 
• ‘nominee shareholders 
Other WXYZ capital contributions 



shares of WXVZ to » December Ilia 
A by moans of a sub-partefpation 
noted above, was made up aa toflowe: 


SOT 

.♦» 


Servicing of non WXYZ loan accounts 
Servicing interest on ttemal borrowings 
Other diebursamanta 
last: receipts from non WXrZ accounts 




interest and seeount charges 


STS 


Total 


1,410 


SI 
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123 AtivnM MCI 2 txocsurtt wart ccneamae. sy virtu* of mo nomma* inangamara arc ma 
tie: that Sanoatorm note ngnao antra oacrot agraamana and row ones. » tram n 
WXYZ wort rtgaretd <•< pool of saeunty with sacuara sitormai cms oacgmg of tawny, 
•gain tuppomng tn* «w mat tha anam wort naio <n a nomna* c ac aca y. 

124 Non WXYZ dttursamamt may ba anaiysad fiy eorrowar aa tettewa: 



. ill 
. iH4 
2010 
ms.* 
*r& 



12S That* war* disbursed as fellow 



Adjustment of non W XYZ account 
Repayment of loan 
Repayment et f— loan 
Repayment of tMi loan 
Repayment of MM loan 


Amo INI 
SaptiMO 
OetiNO 

oct mo 
Oct mo 


in 

M 

m 

m 

71 


t 

I 

» 


Vkriout 



various 


.4 


• • 

120 The adjustments In IMS occurred In tha ported 21 • 21 Jon* whan amount* totalling HOI mfflcn 
drawn down in thanamaaofmB.m ma.WW.tmRI a nd— tog atfiar with a dditional 
•mounts drawn down In Da accounts of I — — I (S 28 minion), (jiOmOon) 
and Wt (Si moon), wart paid toBWMl (SM mfflon) to adjust a number of . 
W accounts and to WWV (Si <2 msnon) to adjust various ftsasury poof aeeounta. 
Notwithstanding mat that* drawdown* had nothing to do with fta Oorrowaia concamad. 
confirmation (attars of account baianeat eontlnuad to 6a racalvad by ua as auditor*. 


30 


128 


ft Seotemoer/Ceteoer i860 tour sent staffing HO* men wars crawn cewn in tna name* at 
eartaft or na WXY2 borrowers s raeay tour loans pravtouaty grantee 5y |m s sancsterm 
0«ruu wnsn nae net been preoeny autnenaae. These ware net rtesreae « tna toons sut 
had Dean uaao to serves vanoua Saneatorm toan aeseuma between Jury teas ano aom ins 
They ware in pan eacurtd on 20% of the anaraa in WXYZ a nd eaan collateral piaeae with 'tmss 
flip. NotwflnstaAoing mat tna funoa piaeae with (■» were mere aa security ter maaa 
tears. Saneatorm management rapraaan tae to ua mat maaa ware bona tea bane placements, 
which ware confirm ed aa auen to ua by MB. The collusion of and its owner mm 
■R4MBM m mo fraud perpetrated on Saneatorm appears to have bean a major (actor 
h allowing it to go undetected. 

MyS aikaiaaM 

im wu GrwgM 

Intaraat was toviee on the accounts at broadly commercial rasa (1.8% to 2.0% over uss UBCfl) 
and in addition, to boost Income tuntiar, aignitieant managament chargaa ane teas ware also 
levied. These totalled soma SiSO million ft the eight years to 31 December 1800. ane to give 
the appearance mat me nominee shsrenotoers ware agreeable to me chargee, tetters draftao by 
Imran mam. indicating aeesptsnce ware periodically obtained and provided to mo auditors. 

The total Income booked ft respect or the WXYZ loan aeeounta was $573 moon and la a 
material sum to Sandstorm's purported profitability over me last decade. 1 1 to touna mat the 
bank dees have a beneficial interest in tMlfoss. eiaaaHleafion of me balances as bans, and 
advances would not be appropriate a ntfwiwfeA accounting treatment would be required. 

Sandstorm Paracnnat wiSMMf 


Control over the WXYT accounts wu exercised by MS 
uses to which me various loan accounts were put. a^i 
"that mess aeeounta ware manipulated ter other purposes. 


■ from London, who determined the 
lintorma ue that a was not untfl IMS 


8.31 flBBwaa initially assisted by !■■■ and. from 1m Mr ■■■•8 who exercised control 
ever the accounts on a day to day basis and initiated many el ma fraudulent transfers cl km da 
and book entries, ft addition because oi Pork’s Involvement In ths.n omlnes rela tionships and 
frequent fransfers of loan baianeee between Sandstorm and Fork, MrflMMtel wu etosaiy 
Involved. Otherwise, mare to no etear evidence mat the omar stall who were involved ft giving 
or receiving instruetlons. were aware of me true nature of the accounts or Sandstorm's 
relationship with me account holders. 

822 Generally the borrowers provided audit ocdlrmafione however I to new etear that hold harmiaas 
totters ware also despatched, and that there was an orchestrated attempt by me senior 
managament of Sandstorm, with the eofiuaton of major customers and a mird party bank, to 
deceive the audttom. 
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4>jtfnOM 7: VNftSSCftOtt 8IWSm • TUUIUWtSB AND 07MIXS 


t Sanesterm a rtotemfle wm 7umoiewaaa eites sick to on nil taro's wnen nr san« 
aectstsnett warn wan sy Ovarsau' Esypean Branches. Whan in :N2 Cvtrstts tee as 
tranches to m newiy termed affiliate. ICC Mar. na tais eie not neuei n nnsitr at 
Tummaweae easeana at »171 mason as as tae wowc have gwen teeaf eaeaai scecuaey 
pfaeiama ana eaoawaa TunwaM^aao ymntae mots esmieanaality. Aessreingfy. ns 
placements ««i vansfarrad to Orane Cayman, ameugn ns customer raiaoonsmp continues 
la m maintained By ICC Ms r. The oaaiing eparatten in raiaaen to Tumeiewtea was 
pertermeo at ICC Mv By an ameioyaa ot Owsiaa. «an sansaeSena neaSao to teneon 
wno oatsrmmsc na aceounang to Ba off acta in Orane Cayman. 


72 Iho nature at naaa tranaaetiena wu tarmasaad n ipsa wn an a eanaaet Between 
Tumciawaao and Owsets was tigneo stating met naaa toes ware to Ot Invasttd In 
aammaeisat n aeearoanea won Mamie Law. Aimougn pneat ter spat pmrm and 
tarwars taia at aommoewai are aiwtya quoted on aaen deal na n*n aaan no tvfcence to 
suggest mat na Bane ae&say araarad any eemmeeay commas. YMa equate to tsmi « 
eaoosita. 

72 we are tots mat mars it an unoaratandlou .S*i<on Saneatotm and Utmeieweec suen mdt;» 
Tumaaweee nates a withdraw luncastahorrnatea a can eo to intarstt Baa wimeut i 
breaking a aaccsft. At a later cate reciprocate By pacing an aeuai ametm 

iruartai tree tor na tame panpd. aooaranay paraeutany B anate at to 

Tumwwaaa in me Igyptlan Banking &§» W J0I9 wnan two fSO mfflon intareat tree 
eeocaits ware mace and na Orouo arranptrSnpmant el detail to Cgypt a anaota 
Tuma ia waac to meat la customers naaea. 


7.4 Aitneugn na Banking rtiasonanio a 
eantredad. tmes na resignation of 
sank nave ampioyae __ 

$73,000 par annum paid 


mu ma intained 
By 


ICC Mar ns accatfn net seen 
:tnm team. Snceiwame 
u a eeneutant at a ratamar ot 


7.8 From no tmann no account wMianafatrad to Orand Cayman ktilttlaBeaan mat at 
funoa Bom Tumciawsed passed mrougn na ftsasufy peel accauns and *aryB integral 
pan el na manipulation el tunas within Treasury up » na resignaflen a 1 SgW'n 
Facruary KM. Omr «a panes (ntaraat paid to Tiimeieweeo an ft piaeamanta was net 
starved But instead dseitad to na uma peel accounts. From i Maren isaa saparna 
pool seemra ter at TUnoswted nrtinem ware estabfened. ameugn as prndousiy. 
intaraat eondnuad to Ba deeded to na pool aeeetnt finer man na prMt and teas account. 


72 HOaBy an no eleoura el na tirsaaury peel account I appears net an attempt was made to 
nmstate TUmeawted'a eapoaia. and mdScn was mjecad traa no Tutiaiewted 
account in AuguK 1MI Own Ml under managsmant win Fork), ameugn within a m 
manna naaa tunas had again Bean uwsea to servlet loans and mafc# oanain paymama. as 

VWWWii 


82 
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Pom Mowings • 


serv«ng of bam via SC?. Pom 
ano SOCC: ana payment of Warest 
on borrowing! from^H ano MM 
. in connection with rapurehaaa ol 
aharaa from! 


SOCC 


to 


» 

is 


Repayment of a W WXYZ raiatad loan so 

Repayment of CD's of Pork and Emirates 

■utffiaad' by TVaaauy u 

Uncecedkems sa 


lie* 



TJ The baianea on ms Tumbltwaad account m tha books of Grand Cayman m atnca i960 
fluctuated between $100 million overdrawn and ISO mfflon In eradtt Wa hava baan totd Hat 
Via account was manipulated to insure that me balance was zero or insignificant at so 
September and generally at Si December each year In order to avoid I being chosen for 
a confirmation by the external auditors. This was the case m 1968, 1197 and 1969. m 1988 a 
baianea of 811.3 mffllon debt was circularised and confirmed by Tbmbiewaad; butmishad 
again bean manipulated to equal an interest free placement Sandstorm had mads as part of 
• - - the back-to-back arrangements. 

7J h analysing the transactions between Sandstorm and TUnbfeweed over tha last eight yearn 
we have reviewed over 3,000 transactions and agreed mam to deal slips or telex . • •.? 

confirmations, m addition, of tha supposed 37 outstanding deals at 27 September 1990 
eonfrtved » Mr mm ** htve need 96% by value to me original receipt of funds or the 
1st of deals tansferred at 31 October 1992. 


S3 
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*bih: v* unwtuti features aecut tna "wmcitweas account • 4 aeeaan Ter. -4 

* rjiw«w#*c finanesi 1-4ii.T4r.c1 74! Kim ft% o» a total uni in 9*eas mm 
jancatorm. ana ten* airo mdiion reiatee mu a ore*i082 • < ecaa eeesar 741 344 1 a 

.ligndleant Utility a Tumoitwatc when mi set SMn raeereao a tna seea. w# 144*0* 
:<K«v*d ecnftrmaoen from Tumetawecc of outs arcing aanaaeaens at 3i Caeamear <Mj 
mailing 8338 million in .US OoUara net raeoreae m ma km ano S 30 rnfluen th omen 

* cunanoai wnicn art racoreao in n aeeui, 



|ane hi* comeany. 0MI nave baan long starting customers of 

norm ainca 1082. The raiatrenano M star managse by lanram branen aitneugn tna 
(unca wan bookte in Crane C ayman, an o inaauesons to rol<v»r or repay eapeaia nava 
usually baan aant eiraeoy from^HS 10 lancen (maca anety). 


7.11 


7.12 frier to Maren 1086 §fM& Mpcaita aepaar to hM baan eraeitae to tna Tra uury poet 
aecouni wnan raoaiiae bom pnncpai ana interest wars daettaa to tna pool account. I 
weuta aepaar mat eta Unity for auen eapearta mi ealnguisnte wttn tna aaeapa en of tnraa 
depcarts. wrucfl wara raeraatao h Crane Cayman In Jura 10M Wowing ratignaaon 

9 and ma cweure of m# IVeaaiay poot aeoount The raeraason of tnaaa deposits totting 
aeereamatary 682 mtnen appaara to nava baan acmavae by using (Urea managac by 0om 
tnvaatmana. j 

7.12 Thesa accounts wars rente cyp r ana b^SyifcMu ntaa for ftcffl.A me 1086 tm 1 
Saetamoar 1087 wnan 663 mifiion was twanoerio &BB5& ana man onto Crane » • 
Cayman: 896 muon was uaao to fac«tebos»<5an *]%££& nama wnten nas baan 
uaac to rapay borrowinga from font crr*%b«n m an attampt to rahatata tna TUmoewaae 
accounts. The remaining 60 million uma pan of an amount of 812 mtfton erseitae to ra 
Tumoiawaac account to raeuca tna accou nt Planes at 30 Saptamcar 1007. Having utnaaa 
tnaaa saooaits eanam pan raeaymanta to fin Neva mo ar 1087 nae to ba funcao oy 
tna creason of ovaroran accounta in Crane cayman when wars aueaaouanoy rapate by 
funct from font anseaa. 

7.u At 3i Caeamear 1000 tna baianeaa on me Tnt accounts in quaaflen wars: 


Tarnioaocait 

Tarmoaeesit 

Tarmeapeaa 


1 

2 

2 


_LO 

Mature 

10.7 

1IJJ1 

r4 

08.141 

0J 

00441 

— 


02J 



7.11 [At wore roJad • ovarj on maturity, and tiM w* baan confirmae by tha cMtomar. 


24 
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tfseaAanaa* unrecorded depos&s 

7,1 g The remainder of trta unrecoreea eeoosits reperteo to us by Mr Mivt maee uo u 

lOttOwl, 



10.4 

18.8 

0.6 

U 

oa 


42.1 


« 


7.17 


7.11 


This account purportedly ratatam to a flapealt m Bahrain by VBMbhmb m Apr! 1869 tha 
funds paing rteaivad from pa, which wu eubseguentiy transferred to an aeeount at BCP 
Senava via Pint American. (keeount heganagpownl. A kwhsr 81 2 mMon waa • 
transferred ter an unKnown purpoaa t^Sr^Kjnfl Caleoa Company, BVPH' l 

BaaMAapaac controlled 

Aa yat wa hart boon urtabie to aatao^ ^wy ^a bank haa an unrecorded lawny in 
raapaet of thaaa nnsseflena. 


7.18 


720 


This potential Jabffly appaara to relate to a labfflty of Fork (Overseas) to Pb^PW m 
raapaet of eartain rape bansactcna. h total threugn a eompfleated aarlaa of tranueSooa 
838 mfllion, apparently sourced from (Si 3 muon), aa above, and Tumbleweed 

(120 million), paaaad through SOCe to KiPCO (HO mason) and a Pork raring aeeount at 
mm (825 million), and haa moat probably been ueed for loan servicing. 


Whilst Hera appaara to bo a lab«y to $mmmm 1 1 by no maana dear whether l la a 
lability of Sandstorm or Pork. 


•CP Luxembourg 

721 This amours rotates man overdrawn aeeount tn tha name of Pdrk Overseas. whlon despae 
la name appaara to haws boon used as a ‘poems' aeeount within the Sandstorm Group. 


IS 
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The Manet sua warn a unfuncao w#»afieni: 


•IK 


<unea transferred id raouea Bans 
jafPork Overseas 

fund* used to rapty a dopes* el . 
•9 tceaptao by 0U ane paeaa wdh 

rmm rowings 


10 


f.0 


Pork account 
SCO at M: 


fends transferred le Porte Hetfngt 
an d suotaquonay to uted le MW 
MB*RB0MapperandytO 
service toana In me name of 


10 

04 > 


721 Again whilst I ia eiaar that tunda trom 
purpotta l to by no meant Osar 



M , 

baa bean ‘udfead* tor unauthorised 
it sowy mat ol Sandstorm. 


714 TWa amount rafales le a dapoait by flHBh Bahrain, which am \tfsed t ter odpr 
pgrpeaat. Although tna amount was subsaquonoy lainatatad Ms was done using Amos 
from fork's peel aeeeunt «0O with OBI. hares l appears mat I tiara la any unreeoraad 
labflty I la to Feck. 


•a This la a another Bahrain dapott wWeft was feflted* for other purposes. 


i 
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IIC7I8N I: UNMMMB SUOSITS . SUMS UNXOIB 


frwoducaon 

Sandstorm SA wouto sssm to have eommsnesd toamle banking setMOss in aa UK Region on 
penaif of ctnain wamie'euKomera in Juno 1M4. mtiaJ activity « believed to have oosn low 
batting to s level or around S[SO] moon «t the time that the current rseeroa eommanead in 
May 1000. Tharsiftr voiumss grew tignifleanoy and from i January 1089 as tnasa 
transactions haws Man round through a separate Warn* Banking Unit HSU"). At as paak of 
activity at toa and 0(1010 amounts pnead with #U by Warn® eustomara. tor latamie 
tovastmant tranaetiona totillad soma S1.4 Muon aquiwaiont in sovon dWfrrant eunancns. 

Tha most eommon typa of Islamic banking hafrumant is a Murabaha daai. Tha feivotwas toa 
purchase of a commodity and toa fmmadtata sals of tost commodity wan dsfsrrsd raeaipt of 
too aaia proeaada tor a period datarmlnad by toa Wamto customer. Thts aominana any risk 
psnaining to hotfng toa commodity and laivos toa coat of toa dafarrad payment to ganarata 
ahiohar ••mna pries than purchase pries. Not surprisingly toa mark up usually boars a etosa 
miationahip to prevafflng Innrast rates. Thera is a risk to toa Mamie customer that too 
counterparty wffl not pay on toe due date. however K seems common practice tor toe islamte 
customer to seek to avoid this as wen by obtaining a bank guarantee/iettsr of credit securing 
toa recovery or funds. 

Sandstorm's approach to toamto j 

Al funds racafved by Sandatotm SA t^^^stomara tor inveatment pwcaa are * 
appOad in toe manner oudnad above wj fcBsnifr ftfffi acting as agar* ana tor ’ to# ' vut 
majority of transactions toa nacsssary guarSBw is provided by Sandstorm SA. By issuing a 
guarantee Sandstorm Inherits toa risk of counterparty failure. To avoid tola Sandstorm 
•undertakes two further commodity deals, toa mirror Image of those undertaken ion behalf of 
toa Isiamie customer, thus c^icefflng toe forward sale fransaetion# w«hfatward.p urch aae 
transaction*. The resulting free funds are than on placed within too BCC Group, affiliated 
entities or on toe money merkets to earn a raw of interest at least equal to me guaranteed 
mark-up tor toa period of toa original deterred paymant parted. 

Tha affaet of Sandstorm 1 * own commodby dean and on ptogament flf tods c an [ft*** 
Imorasslon that toe whois transaction is no more thin ons of ttking dep ostt frtfn frya 
toiamie eustomora. but toil b not to# ease, to respect ef toe Islamic customer Sandatormhae 
acted u Investment manager. At principal » has issued « guarantee and wra red toe tfa jt by 
entering Into la own contracts wrfto brokota and rnsklng matcWng pt aesmam a. Brobtom t h*va 
■rttan howtvar on toe accounting tor tanaaetfona itodamkan by Sandstorm aa principal. 


Fundi pieced outride tha BCC Group 

li The majority ef tends on placed by «U 
branches worth UK Aagton. However, l 
Region with other affiPsted Sandstorm « 


to Sandstorm (Overseas) in Qrand Cayman or 
an 18SS and 1900 tend* worn on piaeed by UK 
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99 UK management Maly inarmed us mat a* 9 wm otner placemens were cent wan fork 
(Overseas). 8y reference to rarucaom from MB regarcing an ovrad law el ottcsmens 
. identified (or tta inartution el aeme MO a bioo miBon Dim « nowaw no wratsii mw* 
relating to ns mevucson. w« nave enasuanae that placemans ware us mao* into 
•moo® eomrotao ftfier by font Holdings. or ICC Banratn. on benatf el Fork Hoidinga. uk 
manag ement aay that may ware net aware of He. Die aceeunta in guesdon ara raer aaa ntao 
by Mr OT to be Perk Holdings eflent eeeouns. afiait unear re central of Mags. 

1.7 The teaowmg amount ware raectvto (ram Mamie euatemara and on placid by UK Region 
with Perk (Oversees), Perk Hofdtoge and ICC lanram at 31 Oeeambar 1M9 and 91 
December 1100: 


(Ovaraaaa) 

Holdings 

Bahrain lor Pent Holdings 


Kjmss wth titk 

• H wRUI flRil 



11 Daeamear 

-UK 

1*000 



Piaeemanta wdh Folk (QvMaaa) ecnviding at 91 Oeeambar IBM, ware done 
through Bie transfer of fcmds from a UK Region nostro account to a number of 
accounts held by Pork (Overseas) at BCC Grand Cayman. Attnougn no confirmation 
was received tom Perk (Overseas) whan me limes ware placed, Sandstorm SA UK 
Region notified this institution of the transfer of fkmds and terms of the placements. 


• otoetd wtih Fofk HoJdnoi 

rip w pwwi vfNiv rwn vRpiwivyv 


The make up of theAmds reeeivod tom lalamle euatomM which were auppoeadiy 
placed with Pork Holdings, with Merest to 31 Oeeambar 1990. wars aa follows: 



10.9 


II 
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Mata: 




Amcuna picetd wfth Pork Ho*dtfg*>fr^j 
of an aeeount number i0ie$8.S00'1iWRRr 



a.i.N 

i: 

3.U0 

1.8 

0TA90 

u 

13JJ0 

13 

134J0 

8.1 

39190 

il 

iramt 

. 2.1 


— 


32.3 

• 

“““ 

27.1118 

•’ -10.0 

0UJ8 

30A 

kU8ft8t 

8.4 


Tw 


TS3 

MMlMivhK^bMmaui^ 


made In Oeeember 1989 far me erec# 

This is 


a client account belonging to Fork Holdings. 

Further amount! totaling $38.4 mfflon watt placed through thtt account In January 
i960 and March i960. we understand mat no taner tunda wars placed via this 

account aftar March 1000. 

UK Region did not conttan those placements tMm Fork Holdings or receive any 
confirmations from ftam. 

Fork Holdings defaulted on the repayment of an placements Am m May 1990. Ana 
i960 and October 1990. The original Islami c Hvwtmsnts to wh i ch these placemen ts 
ware matched ware repaid by UK Region to<>w mwta^W. 
jBBdMM and V9BB9A on me appropriate due dates. Total 
tads outstanding as a result of the non repayment from Fork Holdings (principal pta 
Merest] amounted to $(jM]mfllon at 31 December i960. Wo understand mat mesa 
amouma have net been repaid by Fork Holdings to data. 

fads placed trim BCC Bahrain 

Three deposits of $10 mBon each talch ware pieced iria ICC Bahrain In March 1989. 
These amounts ware rolled over monthly to match me monthly W ovy qj me 
underlying Mamie investment However, whan repayment waa called m October i960 
me funds were not toflhcommg. Once again the original Isfamfc mvaatmam v^ repaid 
tormwim. Total tads Of $ [ ] mBta remains outstanding to landstorm 8A UK 
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ftgton at 31 December IWO. wa unearstane MM amounts nave not boon rteaia to 


SJ The Roopropriateness of trio on ptaeamams to Fo nt iHcidin gs)anc ICC lanram o 

empnaaaed by no tact Rat no manager of 1U WDM1 w#ftne» or maneuiatoa ai rm 
party eonlirmatfona from Islamic customort rotating to Rosa nnaacOons from a* oaomoi 
auditors at Ro amo of Ro 31 D oeamoar 1008 auoit or UK Fagan. A total value of sao.9 
manon. The ■BOBBW informs ua Rat ha nas no knaMedge of Ria ano mat ®r 
MB must nova oaan etaany taking Ratrueoona from W 

AppGetoton of canton on ptoesmana 

SJ Funds on praead to ICC Grand Cayman or Fork (Overseas) warn usually put R a dapeait 
account R Ra namo of Ro original kiamie ouatomor who had provided Ro funds tor 
Investment R soma earn however | aaoma Rat Ra on placements wfR Crane Cayman 
worn maea Into dapeait acoouna of eanaR third party customers. Theta dapeait accounts 
were Ran hold out to bt tha dapoalt aaeurtty tor eanaR loan* mada to theaa third party 
ouatomara. Rtha two Insti ncts Rat hov a boon MontBodRo third potty who ‘banaitttad’ 
from Ria daeapOon was RefMMMp w#h toiaa loon searty of 1 17 irMon. 

DactRtoton of Finds 

1.10 tha amount of >30 mdten ong toead ^ijE|^^hraR la Mtovadtohava oaan franafarrad 

to an account wtRamaM: [arohj^roMoiy onward s to WM account log. * 
Otharwtaa at Ra ethar amounts wara Ra MW aeeount 900 R Ra nama of 

Fork Hotoingi and wt htva conftntad ^l^^wanca to Oank statements. TWO la ana of 

y. Ro aeeounta undor ffto eonffof of MBMsnenia eanni taam uaad tor Ro purpotaa of 

“ • fraudulently routing ftmda. 

• 

1.11 Mr MB of Fork acknowftdgea that Rafunda warn received through RiW aeeount of 
Fork Holdingi out u Ray wara Ran routed back to Sandstorm or elsewhere on Ra 
twruetlons of Mr MBBh ha dooa not believe Rat Fork has any lability to Sandstorm UK 
Region R respeet of Rasa amounts placed by BU. 
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l.:i Tha tunes issu to nava than otsn utfflsso ay I 


[ ano hit taam u fedews: 


r. pmcont uaso m rspaymtra 
in January it90di ttJnMon loan 
to mo nama al MMIMM * connacden 
witn WXYZ. 


Inaraat on nominaa loana at 

namaaof 



Thaaa loana were secured by a placement Mm 
Sandstorm with MM and ralata IB mo 
inanting ef wxvz anaraa. 


Purchase at anaraa tram Park Poundadon aqd 
POtk Start lenaft Fundintha nama el — 
■M a nominee.... 


Transferred via Pork and SCP to Sahrl 
repay Interest and principal an 
deposits. 



various servicing e< loans wtmm SCP 
and Fork (notyat correPeratad). 

• SOCC (purpoao as yat unknwm). 

MM • apparandy tanararrad via 
'"gHMand Mm March 1M0 
(hat yet corroborated)* 

MMM • loan aarvieing at acaount m 
Sandstorm Cyprus In Mareh IMS. 

Salanea • uaad generafy In MM 800 aceoirt 
peat utmsod fay iandsteim and Parti. 


s.a 


M 

11 


12.9 


4.0 


« 


l 
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10.1 
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Accounting tor Mamie bonking nnsacCono 


113 tor to Augur 1.890, UK Region aeecunteo for ad notes or me km smmeeity 
invutmens as # miy aesa u agent ana tnsnton no pan or me senes or sranaaefons wn 
raflactao on oaianea sheet The on pscsmems to Brand Cayman, UK Region and Pork 
(Ovtrstai) wart nfleeted in os accounts or tnoaa entitles aa mire party eapotita ratnr man 
intro group oepostt. 

114 Sines however certain pars of me tariat of transaeSena art actually erigmatao py 
Sandstorm. namaiy Ra own commodity daaia and on piaeamant of tonda. me aepropriata 
accounting traatmant It to raltact a dua to broken craoit balance and a piaeamant oebtt 
basnet. 


US in Sandatorm $Ab aecouna for tha yaar andtd 31 Oacambar 1088 ma apprepriata 
accounting traatmant wu raflaetad lor known itlamie ktvntmans on ptacad in Grand 
Cayman, UK and Pork (Ovaraaaa). However thia wu not ma eaat In ma UK Region* own 
financial racoroa and mum 


lie 




r— 


« 


Since Augur 1980 UK Region have raflaetad eradS and deM Oalarcta in raapact of itamfe 
banking tranaactlona on piaead to maaoova'toeatlenaaflhougnmoeradithuOaon * 
bantiffad u a dopoait ratnar man a oue^rjr|^ t 

Otodoaua In mo Ptudanflal Ratuma 

Prior to Augur 1080 



’As a conaaqutnei of UK Ragton’i accounting poficy which Hattd al aapoea of biamto 
banking u off-balance ahut axeapt tor (Undo on piaetd to UK Region, ma prudential 
ratuma aubmlttad by UK Ragion to ma Bank of England during mia period snowed a 
• significant undtrsttttmtm of auas and labilffiti. At-31 Dtctmptr 1889 tor example tots 
waro underrated by 8 802.4 manon out from banka and labflitfu unoaratated by S802 
mason out to broken, aimougn u noted above a^uttmant wu made m ma legal aceeuu 
of Sandstorm SA. m addition S1713 milllen of deposits mould have been classified u due 
to broken (being amount! received and used witftin mo UK Region toed). 

St 

1 Rom Augur 1990 


m AugOr i960, r our mantane* managamant Bedded to banner ma anfln portteflo of 
hvastmsna from Mamie euroman mto ma boeki of UK Region axeapt tor kwarmann 
whteh wart actually held by broken and guaranteed by mW party standby letten of end! 

0a genuinely off-balance shoot). h praettoa mb M excluded ma tanaactlons mr had been- 
on piaead wtm Fork Holdings and BCC Bahrain and two o ther amounts on placed, wflh mfc- 
MMR tendon and MPUP9M0, tendon. Tha Impact on 
ma pnjdanui ratuma wu a continuing but imaflar undantatamant of anas and fabBttt 
which r 31 Otcambr 1990 amoumad to B ioe.8 mason and a nudaiaiflerton of B 441 a 
irMan m dapoais rather own dua to brokan r ma aama data, m addHon, baoauu et 
Stair otaaaiflerion u depeatt me Mamie curomsn wflh me totr larger aggregate 
Inv ar msnt t wan ado ddetoaad In the 17 mum u dtpoaiton w«h more man S% of toal 
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The amounts cfaeae with Pork Hoieinga ana 8CC Bertram amcunting a J8a.S mflen at at 
Ceesmeer iMO were esrre«iy ratfecee in ina cten ef UK Region from v '*aren *ati. 
Punas lotaiflng % 82.1 million siaeeo wan mo emer Snsdtuaens none aoovo am tat net 
raftar.od m me bean el UK Regien. 
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an 
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US 


184 


Accounting tor me shertai to repayment of piooamsns 

The accounting sdooisa ter the mental el tends waa awan mere toaopreoriate. Rather tnan 
recognising a oeot bam Fork (Haiflin gs), UK Keeton use d lean accounts opened tor mm 

ana » •dagoier tha recordng el 

amounta due from Perk Holdings. A a a ream credt tadWea and ratavam lean accourna 
autheriaad by 9CC Central Crodt Committee tor mesa ban** wara effaedvaly uaae by UK 
Region tor purposaa ethar than tor mcea ter amton may ware actually approves. 

Tb *diaauiaa* eta amounts dua from ICC Bahrain a lean account In tha name ofMfe 

opened by UK Region In Baetambar IMO to record hvesmterw repaid by 
UK Redon to thia ewatomar but net recovered *om ICC Bahrain. TNa eradl teeny tor 
was not authorised by SCO Central Credi Commotes. 

The lean aeeeunta ware men subsequently actuated by aradtttg than edit new tends 
raealvad irom me same teiamie euatomara ue to tha anteuni e( tha mortal, rather than 
cradMna these new tones to me laeUtt aad^^jh a balance ahem, thereby, toiaaiy j 
understating assets and labRtfso. 

Dbetoeure h the Piudarttol Mam 

Tha Impaet el these accounting entries entSamounts daeteaad to the prudential fauna 
was an undaraatamantefbem assets and labBBee. At 21 Oeeembar IMO sues rttouid 
'have included a sundry debtor tor $ MJ mfflton bamg tha amounta a* from Pork Hddtoga. 
and laoiiitiaa a dua to brokers el a similar amount, although me recoverability bom Rom is 
*.uneenain. 

Those Islamic Investments shewn In me B7 return as large deposits, whBrtt y corre ctly 
classified as deposits, would also have bean understated by a total oft •*£ iNSen. 



f» Management central 

US Tha extent cl the arrora and deceptions mass enomwua coneame abort management 
control ever the Mamie activates was easrebed. 


12ti 


»U la and haa been under me executive eentrcl el tor aery cei toidrta^ tlm e 

•van before ha became regional general manager. Ha unowisdgs cr lartt ******* 
to the events oufflned abova.dsmenstratas a nek ef effective management aom laapaet to 
mis area ef b usi ne ss . 
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With riiceet to 9*4 Placement of tunes woh Fora Hoeing! ana SCC tanram. bmmb • 
morassmi mat ns was acting unesr inscuexn bemltoMe Thara is hewsvtr nc 
oocumsntation suppo rting nrruc tiona gwan oy SMV or instructions gwtn oy Mmm 
tolBU. Funn armora. M— f raoraatmt mat at tna tima or tns transactions ns was iso 
to btiltvt by Mi mo otnara mat ms tunas .-mis Osmg piacsd with Fork (Overseas). 
Thais i however no documentation sueponng notification oy UK Region to Fork (Overseas) 
or any etntr amit y m ra apsct or tonos ptacac mrougn SCC Bahrain ana Mmmmmm 
Ths only oocum antation avaiiaaia, accoroing to UK Regio n 
manacimaru, la a memorandum asm by Mr MMMVMBMHMB 
9 Stk to Mr M— f. (Fork FOun aatlon. basic at ICO UaoannaJ) Stint) outlining eataus o I 
ths funds ao placid. M§MBf claims that tna routing or placements Q» tnrougn Qrane 
Cayman, SCC Batvaia PMMMHMMI was oatarminaa and nettfiao Oyl 
MPorMraa* Howavar. mars * no written evidence to support Ms statement 

Mr MM rsprasanta that ho b sacking recovery or ms flaw bom BCC Csmral efflcs in 
Abu Dhabi. With ratpaet to ths misuaa or on ptaeamanta u saeurtty tor third party loans 
and advances MMBSf rsprasanta tntt ha had no knowledge or this und R was raesndy 
Identifie d and t hat ths managor or SU must havt actad iroar tfract instruction prooaoiy 
bom mi M. ma aeeoura officer for MM 

m taiation to ths gtntrai accounting tor mass transactions WMi now raeogn*& 
that tha original aeeoumfng treatment was flpFHPt although t anouio bs notad that ths » 
bank piaead raSanee tor toms time orv<aglitid% tost Ism support to ft* earner practice. 
However tns procisa accounting ctop^SJc^iamic banaaettona that hsvs boon 
outflnad above am naao to bs aeopttdsg^j&» 


With ratpaet to too accounting praetless as 


I to cover up ms non repayment or csrun 


'on placements MM acknowledges that this was inappropriate but rapra sama tha t 
wniitt against hfa bettor judgement ns was again acting under insouetion bom MM. The 


wniltt against Ms better judgement ns was again acting under insouetion bom MM. in 
knowledge of otnsr memears of me UK Mansgamem Committee with respect to men 
transaction* la unclear, but # seems unflkely mat mesa entries went unnoticed by tha UK 
Region's craoK depatOMM. 

CeneUton 

From a euatomera point of view hi ktamte tnvoaonent tramaetiona have been properly 
executed and tondinpaid on me due data. UK Region's approach to covering to own 
guarantee ttok whist acceptable was not adequately researched bom an aeeoummg view 
point and wee misguided wtth respect to where tonds were ultimately pieced. 


MS The resulting catalogue of anon wim regard to me non rapeymont of some ptoeamama and 

me misuse of omer placements as saetrty reflects at me vety least a leek of any proper 
independent management con sol In UK Region. The aeeoummg adopted tor me non* 
repayment k indefensible enc lends weight to me ccnctoaton that UK management have 
acted Irresponsibly h stowing me events oudned above to occur. Whether UK management 
and particularly MfeiMland Mr MM have acted h good trth under iwruction bom 
senior officers within BCC Group has been Impossible to determlno bu I i dHOeuR to 
Imagine that ewy vanaaction could go through unenstienged by mem. 
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Price riuurhousc 



* xy 1*1 


aaaiSBjagaastt. 


l#A of Sngftrid 
?hf*X*K«# Jtroer 

vrvsn 


IZZ* >AH 


P y to Am^en «> Mi * 2g£ 


near &rt. ■ 

CWJT REPENT 6N SANGSTCRM SA UNDER i 41 OP THI 1ANWNQ ACT 1M7 ' I 

* » 

At our meeting ytewdev with the S«My Bow emor you reeueeud tot wt mue 9^>«i you 
witn confirmation cl to crime of ft# draft new ion unto our cowing toner of 22 test 
% .vr ; Sokkil 

At wo novo already avtotod. to decumant waa t ortlt prowood in t*«r to check whether >. 
your vie* to teeoo of to work nooood to be tctrctO ft tu mwtrow to rotwnt of 
tuntntion of o large volume of See end roeoret. ne>d perconaSy by ■MQU^e rawc-a-V 
' esneotioc from ut, wrxn novo now grafted evidence of to fraudulent nature of to s'«*m 
frorttejent ditcovorod by ue and flrat repotted to you oorty (Ht yoor. Thoto Ott 
wjdWfotd froud and monfoufotion of accounting rocordt conducted in cduticn wtn 


Cur draft report ft alto bated on to review of banking rocordt from tovoral focatftnt ana 
Menftwe conducted over a number of monto. The flndmgt ore tovkaoV bated on fneempieie 
information end, moreover, certain detect and toir intetreiationtNp novo not been cotrcoeratcd. 

Mdfenat work hao been carried out etoe 22 JitowNcfi not a bearing on oeme of to cctaA 
WO have, however, not been abte to eompfete to venfleafionproeeduree. nor. having tummtrited 
to information garnered, to re-ntcrvfew peat and preeent management to encure tot a* 
imerprctaiionofineMduaiftentaeiionaiiaporeonato. accordingly, we are net abie to fu^woport 
to detailed Mormttlen provided in to draft reeott nor to confirm la oempfeteneea. However, we 
believe tot to report rofleca to general eeafa and eompierty of to doeaption and iaiiiSeation 
wrten nave undowttady taken prose over many yeere. 
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* M* ’Mi 
tart ei S'?** 
Fagal 


Wilder ttaj^hlime 
LitAam !«N 


nyeund to M artnospal matter! In our dun wit iwpon ;a 1 


the Or in report am net been dbauMOd w4A abhor SaAtttan* or ttw oerwoung thtrenaee* 
wao are untwar# mat aur brad report Am bean defeated 10 you. 

Hurt -afiriwv. 


Act k/cdzrf&H. 
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MINUTES OP THE MEETING WITH PRICE VATERHOUSE 
ON 14 JANUARY 1988 


1. GRP 

1.1 Confirmation required aa to when the fee of USS11.0M 
waa debited to the depoalt account of the proceeda of 
the sale of NBGFC. 

1.2 In reply to hia enquiry, Mr. Chapman waa. informed 
that GRP did not borrow US$29. OM from ua to inveat 
in Eurotunnel. 

1.3 Audited balance aheeta for 1986 of the following 
companiee to be provided to P.W.: 

(a) Pharaoh Holdinga Ltd 

(b) Interbulk Tranaport Co. 

(c) Sobek International 

1.4 Mr. Chapman inaiated on the payment of intereat and 

loan feea on all loana by the end of February 1988. 

1.3 The total loana outatanding ahould either be brought 

within the approved limit, or in caae EOL remain a outatanding 
should be supported by additional securities. 

1.6 EOL a a at 31.12.1987 was US$39. OM compared to US$22. OM 
ae at 31.12.1986 


2. CCAH 


(a) PW have requested for a complete list of shareholders 
aa at 31 December 1987* 

(b) Are there any agreements amongat the shareholders 
re: shares to be held aa security for borrowing by 
third parties? 
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2. CCAH (contd) 

(c) Valuation of tha shares as at 30 September 1987 
and 31 December 1987* 

2-1 MVSHRIQ HOLDING CO; /RULER OP FUJEIRA 

2.1.1 EOL as at 31.12.87 was USS124.0M compared to 
USS101.0M as at 31*12.86 

2.1.2 It was noted by PW that total amount of USS8.0M 
received in the loan accounts in Cayman and 
Luxembourg, does not service the Interest accrued 
during the year. 

2.2 MESSRS CLIFFORD AND ALTMAN 

2/2.1 Payments received during 1987 did not service 

the Interest accrued. Are additional funds expected? 


2.3 FSF 


2.3.1 EOL to be reduced by end of February 1988. 


2.4 ARK. 

2.4.1 Shares under transfer to be transferred to secure 
the loan. 

2.4.2 Memorandum of Deposit of Stocks and Shares to be signed 
by the borrower. 
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5 , 5.2 The loan loss provision has increased during 19S5 as follows: 


5 . 5.3 



1985 

$m 

1984 

$m 

Balance at beginning of year 
Charge for the year 

88.3 

35.0 

66.5 

27.0 


123.3 

93.5 

Write offs and exchange movements 

( 7.4) 

( 5.2) 

Balance at end of year 

$ 113.9 

$ 88.3 

Gross loan portfolio 

$2,304.3 

$1,757.6 

Provision as a percentage 
of gross loans 


5.02% 

The loan loss provision as a percentage 
maintained at virtually the same level ay 

m rfw'j 

Mans has been 
fear despite an 


increase of more than 30% in the . In order to 

assess the adequacy of the provisioif^^n^tfr^ru review the loan 
portfolio and, based upon their ewi,;v^dt aside specific and 

general provisions for loan lossey^'^T^e spejermc element relates to 
identified risk facilities and th^gHier^e'J^ment relates to the risks 
which are present in any bankings! poj^f^Ko but Which have not been 
specifically identified. 


5.5.4 Although management perform a formal exercise to identify specific 
provision requirements (see appendix 3 schedules B2), we take a more 
conservative view and regard some of the general provision as being 
earmarked against specific risks. Our view is that the general 
provision has been maintained at approximately $ 10 million in both the 
current and prior years. 


5.5.5 The loan loss provision should also be considered in the context of 
provision requirements against known risks which do not relate to the 
Bank's own loan portfolio. In particular, the Bank has issued risk 
sharing guarantees through its Head Office amounting to $ 22m ( 1984 $ 
22m) in favour of its parent company in order to partially underwrite 
guarantees given by the parent company to other group companies in Hong 
Kong against specific risk facilities in their respective loan 
portfolios. Similarly the Bank has issued risk sharing guarantees from 
its Head Office amounting to $ 9 m (1984 nil) and from its branch in 
Panama amounting to $ 4.5m (1984 nil) to partially underwrite specific 
risk facilities in Egypt and the UAE respectively. 


2 S31 


17 - 



148 


5.5.6 Based upon the advice of local management and auditors, specific 
provisions amounting to $ 31.5m (1984 $ 22.0m) have been made by the 
Bank to cover the estimated losses that may be* incurred under these 
risk sharing guarantees. The effect is to reduce the provision 
available to cover risks in the Bank's own portfolio, as follows. 



1983 

1984 


$m 

$m 

Loan loss provision 

113.9 

88.3 

Less provision against inter group 
guarantees 

(31.5) 

(22.0) 

Revised provision 

$ 84.4 

$ 66.3 

Gross loan portfolio 

$2,304.3 

$1,757.6 

Revised provision as % of 
gross loan portfolio 

3.66% 

3.77% 


5.5.7 Thus the level of provisioning to cover specific and general risks 
inherent in the Bank's own loan portfolio afror deducting the 
provisions required against risk sharing 4uarai\tej»inras been marginally 
eroded during the year. However, tl>e Board oKjEjirec tors of the Bank 
have confirmed to us that it is the^r'i Mentis Ao increase the general 
provision during 1986 and subsequ^yt^l^p'mnsurAte with the quality 
of the credit risk and the growtji'i^ portfolio. 

< 0 ° £*/ 

5.5.8 Our review of the adequacy o)\th^4^4n loss provision has satisfied us 
that it is sufficient to meet lbqsps which might be incurred in the 
existing portfolio. 


5.6 Investments 


5.6.1 Investments include a trading portfolio of securities and other dealing 
assets which are managed by the Central Treasury Division of Head 
Office together with an investment portfolio of securities, at Head 
Office and other branches, which the Bank intends to hold to maturity. 


5.6.2 The Central Treasury Division provides a centralised and co-ordinated 
vehicle for the investment of surplus convertible currency funds 
generated throughout the BCC group. Treasury activities include an 
investment function, which deals in certificates of deposit, treasury 
bonds, financial futures and various other traded instruments, and a 
liquidity management function, which utilises the liquidity of the 
group and places funds not required for investment purposes on the 
interbank market • 


5.6.3 The Central Treasury Division is under the overail control of a 
Treasury Committee and an Investment Committee. The former comprises 
senior executives of the Bank and meets monthly to establish investment 
policy and strategy within guidelines approved by the Board. The 
latter meets daily and makes trading decisions within the overall 
set by the Treasury Committee. 


- 18 - 
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5.6.4 The investment profile of the Central Treasury Division is 
predominantly liquid and generally includes a high proportion of 
interbank placements and prime negotiable certificates of deposit (see 
paragraph 5.3.2) . At /’the year end the Central Treasury Division 
managed total funds of about $ 2.7 billion (1984 $ 2.4 billion) of 
which more than $ 2 billion (1984 $ 1.2 billion) comprised interbank 
placements and certificates of deposit. 


5.6.5 The investment position of the Bank at the year end may be summarised 
as follows: 


1985 

5m 


1984 

$m 


Trading portfolio at cost: 

US Treasury bonds and bills 
UK Government securities 
UK loan stock and Eurobonds 
Precious and base metals 
Equities 

Balances with brokers 


Provision to state physicals, futures 
and options at market vqlue 


Trading portfolio at valuation 
Investment portfolio at cost 



5.6.6 The significant reduction in the physical investments held for trading 
purposes reflects a strategic decision of the Bank to concentrate on 
option rather than physical trading. Since the year end the Bank has 
reduced significantly the level of option trading following the 
substantial losses incurred during 1985 as reflected in the year end 
provision required to revalue the open positions to market. 


5.6.7 The investment portfolio primarily represents government securities 
which the Bank intends to hold until maturity and is carried at cost. 
Such investments are often held to meet local reserve requirements. 
The distribution of the investment portfolio between the branches of 
the Bank is as follows. 



1985 

1984 


JSL 

$m 

Bangladesh 

16.5 

20.4 

France 

15.7 

10.2 

Grand Cayman 

41.4 

44.0 

India 

45.1 

14.2 

Kenya 

9.8 

10.4 

Pakistan 

115.5 

80.4 

Others 

23.0 

25.4 


$ 267.0 

$ 205.0 


263 ? 
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3.9.3 Head Office 


1985 

$m 


1984 

Sm 


Grand Cayman 


$1,402.7 


$1,357.0 


The deposits in Grand Cayman have remained fairly static in overall 
Percentage terms although there have been significant movements within 
th * P°r tfolio » particularly amongst Middle Eastern clients. The small 
V>’ increase in Grand Cayman portfolio is attributable to further deposits 
from C0r P0 r ate Middle Eastern clients. 

5.9.4 Latin America Region 



19S5 

1984 


$m 

Jz l 

Panama 

i$zX 

127.9 

Paraguay 





$ 127.9 


The overall increase of $ 57m is a^MSkitable: 
increased deposits from existing ^ 

branch in Paraguay. V- 


snama 


new depositors and 
and to the new 


5.9.5 Caribbean Region 



1985 

1984 


$m 

Jul. 

Bahamas 

45.4 

70.6 

Barbados 

11.3 

23.5 

Florida, USA 

258.5 

167.5 

Jamaica 

34.4 

39.0 


$ 349.6 

$ 300.6 




The overall increase of $ 49m is due largely to a significant growth in 
deposits in Florida offset by decreases in the Bahamas and Barbados. 

The branches.. Jol. Florida have achieved a significant increase in the 
numbers of depositors and, in particular, have attracted large deposits 
from Caribbean Banks and fro m Isla mic Bank s of th e Middle East. 


In the Bahamas a number of clients have not renewed deposits on 
maturity and one large account was transferred to the Miami branch in 
order to provide improved client service. In Barbados a $ 10m deposit 
from the Ceojral Bank was repaid on maturity and a number of smaller 
accounts were not renewed. 


263 ! 
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1 • We recommend that consideration be given to 

® exposure to an indjvjrin* | cHen.t_.Qr ^roup and to further protect the net 
assets of the Bank by substantially increasing the general loan lo« 
(£) pro.yisi.QQ. comensurate with the quality of the credit risk and the growth 
in the portfolio. 


The loan portfolio of the Bank contains a relatively high concentration 
of risk to a small number of prominent clients. The inherent risk 
associated with these major exposures is significant in the context of 
the capital base of the Bank particularly in cases where advances have 
been made on an unsecured basis. 


2. We recommend that management should review its l iquidity to 

ensure that efficient use is made of surplus funds with minimisation of 
risk. 


Management should review its liquidity strategy and, in particular, 
develop procedures to ensure the timely availability of information on 
its worldwide funds profile to enable surplus funds to be invested in an 
efficient and effective manner having regard to interest rate, credit 
and gap risk. 



3. We recommend that management should ex^Fffie^iteVgjdbal tax strategy 
with a view to optimising its orgVn^isa^oharl jmd operational structure 
in a tax efficient manner T "7^rr ~ / 


The need for such a review has 
with the Central Treasury op< 
review its tax strategy to 
liability. This review should 
and control of international 
Treasury Division and the effective 
operational expenses. 



recently in connection 
magement should critically 
its effective overall tax 
6nsideration of the management 
the activities of the Central 
use of management fees and 


4. We recommend that consideration be given to strengthening the quality 
of the Central Support Departments and to the automation of the 
management information systems. 

In view of the current size and complexity of the Bank's operations, the 
adequacy of the present systems and staffing levels should be reviewed 
to ensure that they are compatible with the expectations of management 
and external agencies. For example, we consider that the Central Credit 
Division should be expanded and upgraded to further assist central 
management in the monitoring and control of worldwide credit facilities. 
In addition, we recommend that longstanding plans for the 
computerisation of the management information systems in the Central 
Credit Division be implemented as a matter of priority to facilitate the 
accurate and timely analysis of data and to enable facilities to be 
readily monitored for performance against sanctioned limits and 
conditions • 


Certain of the matters raised in the attached report have been repeated from 
our reports of previous years because further action is required by management 
to implement satisfactory controls; these points have been highlighted with an 
asterisk (*). 
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ttATi N VJf L KtU U LUttloniuvci. ill t i.t\t ini iwi 44 ^ vv 

INTERNAL CONTROL REPORf - g APRIL ~I9i 


A. GRAND CAYMAN HEAD OFFICE 


1. Loans and Advances 



UJ/ L i U ■ 


* 1*1 We recommend that efforts be made to obtain current financiai and other 
supporting information in respect of all borrowers. " 


* 1.2 


Although there have been marked improvements in the quality of the credit 
files maintained at Head Office, we have again noted some instances where 
the files contain inadequate financial information such that the credit 
worthiness of the borrower cannot be readily established. Although we 
recognise that, particularly in the case of Middle Eastern clients, such 
information is often not available and that facilUr^Ware often approved 
on the basis of financial and business reputa^w^poiv the borrower we 
recommend that efforts should be made to ptitairi Cumnt financial and 
other supporting information whenever pos^l*V.< 


We recommend that consideration be<gfVen-fo implementation of the 
following improvements in respept>.4r t ,tont^0Kover international credit 
facilities: Crsl : 

(a) procedures should be introduM^t6 ensure that, international loans 
at Head Office are regularlys/reviewed by the executive in the 
Central Support Office responsible for each group of facilities to 
verify that the Head Office records are being accurately maintained 
and that posting errors between accounts have not occurred; 


(b) all related international loan facilities should be coded to enable 
them to be grouped together in the loan listing thereby 
facilitating easier review and control. At the present time there 
is no logical sequence to account numbers allocated to related 
international facilities and, accordingly, review of such accounts 
is both laborious and subject to omission or error; 


(c) further consideration should be given to rationalising the 
collateral held as security against international facilities. Such 
facilities are, by nature, often highly active and clients 
frequently open and close individual accounts. Accordingly, there 
is presently an unnecessary administrative burden in ensuring that 
adequate security is continuously available to cover all facilities 
outstanding at any one time. This problem would be largely removed 
if collateral for international loans was obtained on a global 
basis; 


(d) records should be maintained at Head Office showing the total 
worldwide exposure of the BCC group under each international 
facility and such records should be updated on a regular periodic 
basis • 


1.3 We recommend that, except in the most exceptional circumstances, funds 
should not be disbursed prior to the perfection of any required security 
arrangements. 
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We . instances where funds had been disbursed under approved 

facilities prior to the perfection of the security arrangements required 
by the sanction advice. In those cases where exceptional circumstances 
do exist, rigorous efforts should be made to obtain documentation without 
delay to minimise the period of time during which the Bank is effectively 
exposed to clean lending. 


1.4 We recommend that independent valuations be obtained on a regular 
Fenadic basis to enable the adequacy of security to be properly 
monitored. 

Instances were noted in which items of security were not supported by 
independent valuations, or instances where the value of security was 
subject- to frequent fluctuations in market value (e.g. property ) but 
which were not supported by regular updates. Furthermore, documentation 
did not always exist on file to demonstrate that insurable assets were 
adequately insured with the interest of the Bank duly noted on the 
policy. 


1.5 


1.6 


We recommend that all charge or pledge documefit^oKbe approved by the 
legal department before funds are disbursed irff^cfcordjgnqe with Section 55 
of the advances manual.' ~ Ts 

We have noted some instances where t^^fcumeli^ti6n received by the .Bank 
to create a charge or pledge over S 4 r^Hty;Ka^%ien accepted without any 
evidence of consideration havina/^^^i^V^o its legal enforceability 
in the jurisdiction in which the^^rc^g^n^^ouid be made. 


\ s 


We recommend the introduction oh/procedures to enable the Bank to 
properly control the release of security required under the terms of a 
credit approval. 


We have noted that although individual credit officers maintain records 
of security held as collateral against credit facilities, there is no 
centralised registration procedure to ensure that the exact details and 
whereabouts of such securities are readily available. Furthermore, 

procedures should be strengthened to ensure that security held by the 
Bank as collateral Is not released without proper authorisation. 


1.7 We recommend that loans should not be allowed to be drawn down in excess 
o? approved limits prior to increased facilities being sanctioned in 
writing in accordance with the established procedures of the Bank . 

We noted instances where exposure exceeded authorised limits, 
occasionally by significant amounts, and also that in many cases such 
excesses were caused by the accrual of interest. Limits should be set at 
a level that is capable of covering the normal accrual of interest 
without being exceeded. 
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* 1.9 


1.10 


1.11 


Wc_again recommend that, in accordance with the group policy, interest on 
loaps against which there is a specific loan loss provision is always 
credited to reserve and not to income. 

Although we are generally satisfied that the group policy is being 
followed, we particularly draw your attention to the few situations where 
specific provisions are maintained at Head Office in respect of 
delinquent advances held at branch level. In such cases it may be more 
appropriate for the loans to be transferred to Head Office where they can 
be properly monitored. 


We again recommend that the Central Credit Division take positive steps 
to ensure that branch managers throughout the Bank are fully aware that 
they are responsible locally for maintaining complete credit files for 
ail loans other than those which form part of an international credit 
line and which are controlled centrally. 


During the course of our audit we had s^eouvrequests from local 
auditors to review loans for which docunprentatioo\was not available 
locally. Such instances reflect a weakneiji’in tKjr>tfay to day control 
over the monitoring of facilities since ^ey^are alien neither monitored 
locally nor centrally and could result ^rtheP^n^/incurring losses which 
would be otherwise avoidable. / ^ 


We recommend that recoveries 
should be properly monitored 
advance. 





Against Documents” accounts 
that they cover the original 


An instance was noted under an international loan facility where the 
recovery under a "Payments Against Documents" account fell short of the 
amount originally advanced and no remedial action had been taken for at 
least a year to recover the shortfall. Any shortfall on such accounts 
should be transferred immediately to a current account and subjected to 
standard credit control procedures. 


We recommend that procedures be introduced to enable management to 
readily identify non-performing loans. 

No regular reporting procedures exist at Head Office whereby senior 
management, the Central Credit Committee or the Board of Directors are 
notified of non-compliance with the terms and conditions of borrowing, 
particularly in relation to the non-payment of principal and interest. 
Such procedures should include a monthly report on the progress made in 
collecting past due amounts in respect of difficult accounts and, 
furthermore, should comply with Section F of the Advances manual in 
relation to identifying, monitoring and reporting delinquent advances. 
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1.12 We recommend that all credit files contain written authorisation to 
support the interest rate being applied to an account* 

We noted instances whereby the interest rate being applied to an account 
differed from that quoted on the sanction advice. Although we were 
advised that oral approval had been given for the variation in rates, 
written authorisation should always be obtained for future reference. 


1.13 We recommend that the Head Office manager maintain a private register of 
borrowers using numbered accounts? 


We noted instances, where for general reasons of confidentiality, certain 
borrowers were designated with a numbered account reference rather than 
the account being entitled with the full name of the borrower. Whilst we 
have no particular objection to this practice, we found that in most 
instances none of the officers of the Grand Cayman office were able to 
correctly identify either the name of the borrower or the credit officer 
responsible for monitoring the account at other locations. 


1.14 We recommend that, where loan accounts are ejig&iVely controlled and 
monitored in other locations, the Head Offidir ^ccoiwing records be 
closely and regularly reviewed by the credit : >eTfficecs^d&f^erned. 

We noted instances of errors occuring in/jth& ap;$iintlng records at : Head 
Office because they were not to ensure their 

completeness and accuracy. 

Sp 5 ', 

1.13 We again recommend that procedure^ beffifrtoduced to monitor and control 
staff loans and advances. 'S s — — 


We have noted during the past few years that the levei and number of 
staff loans booked at Head Office has steadily increased but that regular 
monitoring is not carried out to ensure that the terms and conditions of 
each loan are being followed. We also recommend that full loan 
documentation be maintained at Head Office including specific details of 
repayment terms in those instances where repayment is not by monthly 
deduction from salary. 
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(d) All holdmail accounts should be checked back to the respective 
mandates and customer authorities to ensure that proper 
authorisation has been obtained, and that, in particular 
customers have signed "request for no correspondence" forms. In 
cases where no authority is found, the customer should be 
contacted to establish whether the account should continue to 
have holdmail status. 

(e) The Bank should obtain indemnities from customers requiring 
confidentiality and hoidmail status to safeguard itseif from 
potential claims. 

(f) A separate filing system for mandates relating to accounts with 
hoidmail status should be introduced. 

(g) Controls should be instituted to ensure that the current address 
of hoidmail customers is readily available on file. 


4. Deposit Accounts 


4.1 


4.2 


We recommend that the Head Office manager maintains a private register 
containing full details of depositors with numbj^nejgkaccounts. 

/Ky K 

The identification of the customers relatin^tjS> 
be facilitated with the maintenance of a/pi&j; 
balances relating to several customers 
recorded as one numbered account. /yy'^Y 

y.y'i'/ 


numjS£red accounts would 
register . Furthermore , 
grouped together and 


We recommend that all documei 
authenticity of a deposit be ^ 
drand Cayman. 










jsary to support the source and 
w customer files maintained in 


We noted instances whereby supporting documentation in respect of 
deposits parked in Grand Cayman from other locations (principally BCC 
Emirates) was not available locally. 


5. 


Bank Accounts 


5.1 




We recommend that clarification be obtained without delay whenever 
posting instructions received i n Gr and C'aym ^_>e i atini to interbank 
placements jail to specifically identify the exact branch oi the 
counterparty » 

We noted several instances whereby placements with or from banks and 
affiliates were inadequately described in the general ledger in that the 
exact branch of the respective parties was not readily identifiable. 


5.2 


yr' 


We recommend that whenever differences occur between affiliate balances 
in the records ST Head Office and tEose of the affiliate, prompt action 
be taken to ensure that proper reconciliations are performed. 

We noted an instance whereby the balance on a dormant demand account with 
an affiliate bank did not agree with the balance reported by that 
affiliate. During the course of the audit no reconciliation was 
performed to explain the nature of the difference and to make correcting 
•ntriM, if required. 
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GRAND CAYMAN HEAD OFFICE 


Loans and advancas 


Although there have been marked improvements in the quality of the 
credit files maintained at Head Office we have again noted instances 
where the files contain inadequate financial information such that 
the credit worthiness of the borrower cannot be readily established. 
Although we recognise that, particularly in the case of Middle 
Eastern clients, such information is often not available and that 
facilities are often approved on the basis of financial and business 
reputation, we recommend that efforts should be made to obtain 
current financial and other supporting information whenever possible. 
Furthermore steps should be takeryXu* ensure that the value of 
security held as collateral is rea^eSbed regularly by independent 
valuers. We also recommend that/pfb'cedimj should be introduced to 
ensure that all documentatio^^Hati^JS/to Head Office credit 
facilities received or prepared/^^fo^eyttral Credit Division should 
be copied to Grand Cayman. Ay aV v, 

/ / 


In the case of internatioi 


(a) 



cilities we recommend: 


that procedure^Otfe i^roduced to ensure that international 
loans at Head Orf^c^<£^ regularly reviewed by the executive in 
the Central SuppcfeA'Office responsible for each group of 
facilities to verify that the Head Office records are being 
accurately maintained and that errors have not occurred; 


(b) that all related international loan facilities be coded to 
enable them to be grouped together in the loan listing thereby 
facilitating easier review end control. At the present time 
there is no logical sequence to account numbers allocated to 
related international facilities and, accordingly, review of 
such accounts is both laborious and subject to omission or 
error; 


(c) that further consideration be given to rationalising the coll- 
ateral held as security against international facilities. Such 
facilities are, by nature, often highly active and clients 
frequently open and close individual accounts. Accordingly, 
there is presently an unnecessary administrative burden in 
ensuring that adequate security is continuously available to 
cover all facilities outstanding at any one time. This problem 
would be largely removed if collateral for international loans 
was obtained on a global basis in the form, for example, of 
pledged quoted securities or third party bank guarantees to 
cover all borrowings of such customers. 


2 « 4 ? 
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SCHEDULE B1 

BCCI (OVEBSEIS) LID 
Region - Head Office 
31 December 1985 

Facilities drawn In excess of US 85 >000, 000 
(expressed In os >>0007 


Emm of borrower 

i 

Total 

IdnaoM 



8*000 

,•000 

GRAND CAIMAN 




1 Customer ref. 

1 

75,203 

74,760 

2 Customer ref. 

2 

5,000 

5,000 

3 Customer ref. 

3 

5,687 

5,687 

4 Customer ref. 

4 

. 172.722 

162,807 

5 Customer ref. 

5 

5,065 

5,065 


6 Customer ref. 6 

7 Customer ref. 7 

8 Customer ref. 8 

9 Customer ref. 9 

10 Customer ref. 10 

11 Customer ref. 11 

12 Customer ref. 12 

13 Customer ref. 13 


14 

Customer 

r*f. 14 

14,425 

14,425 

15 

Customer 

r*f. 15 

11,267 

11,267 

16 

Customer ref. 16 

8,243 

8,243 

17 

Customer 

ref. 17 

59,679 

59,679 

18 

Customer 

ref. 18 

10,887 

10,887 

19 

Customer 

ref. 19 

6,647 

6,647 

20 

Customer 

ref. 20 

6,137 

6,137 

21 

Customer 

ref. 21 

8,147 

8,147 

22 

Customer 

ref. 22 

20,718 

20,718 

23 

Customer 

ref. 23 

27,778 

27,778 

24 

Customer 

ref. 24 

9,920 

9,920 

25 

Customer 

ref. 25 

6,672 

6,672 

26 

Customer 

ref. 26 

273,691 

38,729 

27 

Customer 

ref. 27 ' 

12,656 

12,656 

28 

Customer 

ref. 28 

9,307 

7,307 

29 

Customer 

ref. 29 

11,365 

3,365 

30 

Customer 

ref. 30 

7,899 

7,899 

31 

Customer 

ref. 31 

14,422 

14,422 

32 

Customer 

ref. 32 

51,538 

51,538 
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SUliLlAiUt B j 
( Summary ) 

BCCZ (OVERSEAS) LTD 
Region - Head Office 
31 December 1985 


Statue reporta on loans against which specific provisions in excess 
of US 1100*000 have been made (expressed in OS $*000) 


Provision at 
31 P«Mfb«p 19&5 


GRAND CATHAM 

1 Customer Reference No. 1 

2 Customer Reference No. 2 

3 Customer Reference No. 3 

4 Customer Reference No. 4 

5 Customer Reference No. 5 

6 Customer Reference No. 6 

7 Customer Reference No. 7 

8 Customer Reference No. 8 

9 Customer Reference No. 9 

10 Customer Reference No. 10 

11 Customer Reference No. 11 

12 Customer Reference No. 12 

13 Customer Reference No. 13 

14 Customer Reference No. 14 
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BANK OF CREDIT AND COM1ERCE 
INTERNATIONAL (OVERSEAS) LIMITED 

REPORT ON RESULTS AND OPERATIONS 
FOR THE TEAR ENDED 31 DECEMBER 1987 
VOLUME 1 OF 2 

Vjrant-iQft* 




Price Waterhouse 
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4.7 The decrease in Interest income fron Affiliates reflects the decreased money 
market activity of Central Treasury and lower average market interest rates. 
Although the function of Central Treasury is to receive funds from affiliates 
surplus funds are at times placed back with affiliates on short maturities 
whenever required by them for local utilisation* 

4.8 The Increase in interest income from securities is consistent with management 
decision to expand the Investment portfolio of Central Treasury. 

4.9 Interest income from Certificates of Deposit has Increased in a consistent 
manner with the underlying balance sheet footing 


Interest Expense 

4.10 The principal recipients of Interest paid were as follows: 


1987 


4.11 


Clients 

Banks 

Affiliates 

Non banking financial institutions 
Discounts 


The Interest paid to clients 
average balance of deposits, 
lower average market Interest 



$ million 


1986 

253.5 

40.6 

347.1 
13.5: 
20.4 

675.1 


'due to the increase in the 
has been partially offset by 


.12 Interest paid to affiliates continues to be the largest category of Interest 
paid owing to the activity of Central Treasury. 


4.13 Other operating Income 

$ million 



Paragraph 

1987 

1986 

Other operating income 
comprises the following: 

Commission and fees 

4.14 

118.6 

100.0 

Foreign exchange 

4.15 

16.9 

14.9 

(Loss) /prof it on investments 

4.16 

(26.6) 

78.0 

Other income 

4.21 

38.0 

23.3 

Exceptional losses on 

1985 Option Contracts. 

4.16 


(55.0) 



146.9 

161.2 


Commission and fees 


4.14 Commission income includes commissions and fees on loans, guarantees and 

trade finance transactions with customers. The business has been static in 
the year with all branches reporting only minor fluctuations in commission 
Income from 1986. A major source of this Income was the commission received 
from transactions relating to certain client's United States investments. 

cc/id 
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CONFIDENTIAL 


PRIVATE & CONFIDENTIAL 


BCCI HOLDINGS (LUXEMBOURG) SA 
REPORT. ON RESULTS AND OPERATION^ :;”" C s 
FOR THE YEAR ENDED 31 DECEMBER/ k^8<6 S ' 


\<P 

by 


20 JUNE 1989 


/& 






-V 


6 <>‘ 
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5*25 Any plans for tha reduction in tk«se exposures should take account of the 
naad to ganarata alternative sources of incoaa in vlav of tha slgnf leant 
contribution of thasa major borrowers to tha results of tha Group. 

Advances in excess of IPX of tha Group* s capital fund 

5.26 Briaf raports on tha borrowers with axposuras in axeass of 10% of tha 

Group's capital fund ara provided in tha following paragraphs togathar with 
a raport on landing sacurad on shares in CCAH (tha holding company of First 
Amarlean Banks haras, Inc). 

Customer A 

5*27 Customar A is a group with diverse shipping and trading intarasts managad 
by a prominant Pakistani family. Tha facilltias ara largaly drawn down to 
financa short-term trade racaivablas and tha purchase of ships. 

5.28 Tha account balances ara summarised below: 



Ships 26.0 

Sharas (valued at net book amount) 345.0 

Stocks and freight receivables 159.7 

Documents of eitle to goods under 

letters of credit 30*3 

590.2 


5.29 The pledged security of shares in tha parent company of tha borrower 
may be difficult to enforce in practice owing to the possible presence 
of prior charges on the assets of the underlying operating entities. 
Notwithstanding this, the Group has takan significant steps to strengthen 
its security position during 1988. 
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illlHHIItNIIAl 


5*30 The past performance of chit customer group htd boon a cauta of concarn 
and hat baan closely monitored by BCC1 and oursalvas. In 1987 chara vat 
an upturn in cha undarlying narkets in which ic oparacat ratulting in 
incraatad activity and profit aargins. Although tha customer's results 
for tha yaar andad 31 March 1989 art not yat available, cha shipping 
industry remained buoyant in 1988 and management are confident that its 
profitability will continue to improve. Tha overall loan balance increased 
during tha year, however, chara have baan soma repayments into the account 
during the first quarter of 1989. This account will continue to require 
close monitoring in the future, and tha Bank has stated its intention to 
better record its monitoring procedures and to improve tha^ualicy of 
credit files in 1989. 

Customer B 


5.31 


Customer B is the ruler of a small Middle Eascey 
comprise: 


Loan 


Guarantee 








Bis facilities 


$ million 



Exposure 


Limit 

3U*2,*8 

31.12.87 

1988 

1987 

,vy / 

V 7 

145.0 

123.9 

140.0 

98.0 

175.0 

175.5 

175.0 

175.5 

320.0 

299.4 

315.0 

273.5 


5.32 The loan is fully secured by the pledge of shares in CCAH. The guarantee 
relates to a commitment by tha Group to provide financing to Customer B in 
tha event chat ha is required to repurchase a block of CCAH shares (sea 
v paragraph 5.40) which ha sold under a buy-back agreement. 
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Price Waterhouse 
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Estimate only; balance not expected to have changed significantly since 31 December 1968 
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BCCI HOLDINGS (LUXEMBOURG) SA 

COUNTRY RISK PROVISIONS AT 30 SEPTEMBER 1989 

NOTES 


APPENDIX 5 


(Page 2) 

>1 


Cube 

Interest, et rates of 12Z-14Z, continue to be rolled up on the Bank of 
Cuba exposure. Total interest in the nine months is approximately 
$230,000. . Ve believe interest should be suspended. Movement in exchange 
rates have maintained the balance at a similar dollar equivalent to 31 
December 1988. Effective rate of provision almost 30Z. Evidence from 
some other banks Indicates provisions of 75Z. 

Iraq 


In accordance with the agreement reached between BCCI and Rafidlan Bank 
early in 1989 interest up to 31 March 1989 of $2.1m was paid. Capital 
repayments ward not due to commence until 1 October 1989, however, 
this payment has not been received yet. Management represent that 
there is no conclusive evidence that the agreement wlll^not be honoured. 

At 30 September 1989, therefore, the provision raised/^jpSl988 is considered 
low and should be raised to 30Z although even this .atr tfcq lower end 
of the Bank of England range. 

Ivory Coast 

Sovereign exposure not identified last 
indications from other banks suggests 
However, more Information required oq 

Mexico 




.v r 9tdnri'aj^of the matrix and 
ion-bf, 75Z is appropriate. 

ad^pa^ee at the year end. 

<✓5 ' * 


The recent international discussions on Mexican debt under the Brady 
plan indicate that a discount of 35Z on outstanding debt is perhaps 
more appropriate than that determined by the matrix at 31 December 
1988. If provision is raised to 35Z, the additional provision required 
in 1989 is $1.0m. Further Information on BCCI's debt is required before 
the direct impact of the Brady plan can be identified. 


Nigeria 

Interest on this debt to the CBN has been received since December 1987 
when the refinancing agreement was signed. A new schedule for repayment 
of capital on the main CBM exposure was signed in March 1989. Capital 
repayments have followed that schedule with repayments of $7 .8m being 
received by 30 September 1989. If repayments continue then at current 
exchange rates the year end balances will be $2 10. 2m. A further reduction 
in the dollar equivalent exposure has resulted from exchange rate 
movements in the period. 

The effective rate of provision has increased from 27Z to 29.5Z. This 
sum is satisfactory in relation to the current matrix, however, comments 
made at the College of Regulators meeting indicates that given the size 
of BCCI * s exposure the Regulators would expect to see a higher provision. 


Provision at say 35Z for all Nigerian exposure at risk would require 
additional provision In 1989 o£ $U., st 40X, an additional $22.. 
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Southwark Towers 
32 London Bridge Street 
London SE1 9SY 


Telephone 01 407 8989 
Telex. 804657 8 
Telecopier: 01-378 0647 


Price Hhterhouse 



9 November 1988 


Dr A Hartmann 
Rothschild Bank AG 
Zolllkerstrasse 181 
8034 Zurich 


Dear Dr Hartmann, 


Accompanying this letter I enclose a bvi^ y 4&a<ir Interim audit 

work for discussion with you and Mr Van/n(^a^t:;P^r meeting on Thursday 
10 November. . .\Vy 

A - 

I summarise below the major toplG^^mlch a 

n^pf&ph they appear In the accompanying 
report. \$ C 's 

1 Scope of work and audit arrangements 

2 Results to 30 September and outlook for the year 

3 Provisions 9 major exposures and approval procedures 


REPORT TO THE AUDIT COMMITTEE OF 
BCCI HOLDINGS (LUXEMBOURG) SA 


4 Treasury 

5 Taxation 


6 Management Information system 

7 Compliance and regulatory Issues 

8 Internal control review 

9 Any other business 


It Is a very full agenda and I imagine that we will probably need to 
spend much of the time considering the compliance and control Issues. 


26 H' 


r»m 32 ion*, frtfp SirML lontfon » I WY Wn a fest <* tfw pairan « 
m C nf i m o mt wtm weary on nm nwow a m mu 


Soutftmwton mo W«o*o* 
or««Metnn 
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9 November 1988 
Dr A Hartmann 
Page 2 


Am you know the next College of Regulatora meeting is scheduled for 
Tuesday 29 November and many of the items for discussion at our meeting 
will be of interest to that group. yv y 

Our team will Include Mr. Burnett, Mr. Coydni'Mr. Chelan and myself, 
understand that Mr. Naqvi and Mr. Rahman' will* alao' attend. 


I look forward to seeing you on Thursday* 


Tours sincerely, 


^ V 


EV Hoult 


cc JD Van Oenan 
Mr S Naqvi 
Mr M Rahman 
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COMMENTARY ON THE INDEPENDENT EXAMINA^um o' 
OF THE ACCOUNTS OF BANK OF CREDIT & pOMMRRCE. 
INTERNATIONAL (OVERSEAS) LI 
FOR THE YEAR ENDED 31 DECEMBER 

VOLUME 1 OF 2 




D'rcte 



fUi -2 M - 

AVsV-P £CC1 (* ) 

?V<J ,0 *®^ 

l°U1 AvvOLO • 


Plrice Hhterhouse 
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l. 


ORGANISATION AM) STOUCIUB OF 1 H BAMC 


1.1. The Bank is a wholly-owned subsidiary of BCCI Holdings (Luxembourg) S.A 
("Holdings") and is incorporated in the Cayman Islands where it holds ai 
unrestricted Category A banking licence issued by the Cayman Island! 
Government. However, an undertaking has been given that retail banking 
will not be commenced in the Cayman Islands without the prior approva 
of Government. 

1.2 Banking operations, which are mainly reta^JW narae, are carried out 
in various countries throughout the worjd^ox^^^ in the following 
regional structure: ^ 

■*> y ' •/ 


{ 


Head Office 
Grand Cayman 
Latin America Region 
Panama - 
Paraguay - 
Caribbean Region 
Bahamas ' 

Barbados ' 

Florida, USA' 

Jamaica ✓ 

Africa I Region 
Cote D'Ivoire' 

France ' 

Gabon r 
Monaco ' 

Senegal ' 

Sudan « 

Togo * 

Turkeys 

Africa II Region 
Kenya < 

Liberia' 

Sierra Leone ' $«***~~ 

Middle Bast Region 
Sultanate of Oman - 
Far Bast Region 
Bangladesh ' 

China " 

Korea ' 

Macau ' 

Philippines ' 

South Asia Region 
Maldives ' 

Pakistan ' 

Sri Lanka' 

India Region 
India ^ 



MMBROF BRAHMS 


2 

1 

1 

1 

3 

3 

2 

3 

3 

1 

1 

3 

1 

3 

7 

1 

2 

12 

3 

1 

1 

1 

1 

1 

3 

2 


Total Number of branches at 31 December 1986 


65 


2BD3 


The relative size of the Bank's operations in each country can be 
determined from the summarised table of results set out in paragraph 
4.11 and from the subsequent balance sheet analysis. 


- 1 - 
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1.3 During 1986, additional branches were opened in Turkey and China, 
thereby increasing the total number of operating branches from 63 at the 
end of 1985 to 65 at the end of 1986. 


1.4 Representative offices 

During 1986 representative offices of the Bank were maintained in: 

Sao Paulo, Brazil 
Beijing, China 
Bogota, Colombia 
Cairo, Egypt 
Lagos, Nigeria 
Lisbon, Portugal 


1.5 


1.6 


1.7 


Board of Directors 
As at 31 December 1986 the Board of Directors of. 


nk comprised: 


Mr. A.H. Abedi 
Mr. G.F. Al-Mazrui 
Mr. K.S. Bin Mahfouz 
Dr. A. Hartmann 
Mr. P. Kandiah 

The Board of Directors exercise co 
at their regular meetings during 
significance are reported, revies 
were supplied with copies of the 
were reviewed by us during the course 

Audit CoMdttee 


/■ / 

Mr. Y. C. z (^piSarche9' 
Mr. P.C/lWtchiw'* 
Mr. J.j K yaiv.r 



•over, phe operations of the Bank 
:h matters of policy and events of 
ax $ precisions taken thereon. We 
of all such meetings, which 
our audit. 


In order to enhance liason between the Bank's external auditors and the 
Directors, an audit committee comprising two non executive Directors has 
been established. We have had three meetings with the audit committee in 
respect of the 1986 audit during which our audit scope and matters of 
audit significance were reported. 


The day-to-day management of the Bank is exercised by the Regional 
General Managers who are provided with support by the Central Support 
Organisation. Branch Managers report on a daily basis to the 
appropriate Regional Offices which are advised of all matters of 
significance. 


1.8 Operating procedures 

During the course of the audit the proper implementation of the 
established procedures was reviewed and tested as necessary. In 
particular, all branch auditors are required to confirm to us that they 
have had access to the Bank's operating manuals and that the branches 
covered by their examination have been complying with the systems and 
^procedures contained therein. 

~ 25 93 
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Head Office - Grand Cavan 


3.6 The day-to-day operations of the Head Office have been subjected to a 
full scope compliance based audit. Balances with customers and other 
financial institutions have been confirmed directly on a sample basis. 


3.7 The Bank has booked a number of large loans ("International Loans") in 
Cayman which are detailed in Appendix 3. These loans have been reviewed 
and discussed in detail with the group's senior management in Cayman and 
London. 


3.8 


3.9 


Treasury 

In our report dated 28 April 1986, we referred to the control weaknesses 
which existed in respect of the group's Central Treasury Division 
("Treasury"). During 1986 management eng^j&ithe services of the 
Consultancy Division of Price Waterhous^j^aita. to assist them in 
implementing recommendations containedfdjfr' oupjparlier report. We 
reviewed the progress made by the bank/^4rf\ev iB^leifientat ion of revised 
procedures during the year and in a August 1986 we were 
able to conclude that most of our >^^iT4^^>^contmendations had been 
implemented. 

A further feature arising fr$qC3tne review of Treasury operations in 1985 
was the potential liability\pJ^'Jp6rporation Tax arising from the 
Division's activities in the pen&L'i982 to 1985. Following advice from 
ourselves and from the Tax Counsel during 1986 it was determined that 
this liability could be significantly reduced if the Bank ceased trading 
in the United Kingdom and claimed a terminal loss. As a consequence of 
this advice, the Treasury activities were moved from London to Abu Dhabi 
with effect from 31 October 1986. Price Waterhouse assisted with the 
transfer from London to Abu Dhabi and we are pleased to report that the * 
transfer was conducted smoothly. 


3.10 Our audit of the Treasury activities in 1986 has been sufficiently 
extensive to enable us to conclude that the results and assets of the 
division have been fairly stated for inclusion in the accounts of 
the Bank. 


3.11 The audit of the rest of the Bank's operations involves the coordination 
of audits of branches located in 28 countries throughout the world. 
This work has been supervised and controlled by Price Waterhouse, 
London, on our behalf. 


~ zm 


- 5 - 



176 


5.3.3 IXie from affiliates comprises demand and term accounts with other group 
banks maintained in the normal course of business at prevailing market 
rates of interest. 

5.3.4 Due from financial institutions comprises demand and term accounts with 
finance houses, investment companies and brokerage houses. The 
reduction over the prior year figures is largely attributable to the 
existence of significant margin account balances with two major 
brokerage houses at the end of 1985 which were not required at the end 
of 1986. 

5.4 Loans and advances 

5.4.1 Loans and advances are stated in the balance sheet after deduction of 
$ 110.2m (1985 $115. 9m) as a provision for possible loan losses (see 
Para. 5.5) and consist primarily of short to medium term trade related 
financing together with investment financing for selected international 
clients. The loan portfolio may be sinmarised by region, after 
deduction of interest in suspense, as follows: 


Head Office 



1985 

*> 

983.9 

Latin America Region 

/ 


187.7 

Caribbean Region 

X*? 

ji/mA 

124.6 

Africa I Region 

/ .■ 

: J}3.6 

227.1 

Africa II Region 


: / 80.4 

79.1 

Middle East Region 

<cr 

-V 142.0 

150.2 

Far East Region 

/ 236.1 

171.5 

South Asia Region 


329.8 

273.9 

India Region 


152.5 

106.3 

Loan loss provision 


2.711.5 

(110.2) 

2,304.3 

(115.9) 



$2,601.3 

$2,188.4 


5.4.2 There has been an 18% growth in the gross loan portfolio compared with 
the prior year. The principal features of the loan portfolio are 
described In the following paragraphs. 

5.4.3 Concentration of Risk 

We have discussed the issue of the concentration of risk and income in 
relation to the Bank's loan portfolio at length with senior management 
and the members of the audit conmittee. A summary of the major exposure 
'groups* and the related income generated is given below: - 


Contingent 
Loans Facilities 
$m Sm 

Total customer exposure at 31 December 1986 2,711 1,695 

Exposure to the ten largest customer 

groups 880 430 

% 32% 25% 

Income attributed to the ten largest customer 
groups 142.0 


- 2Mi 
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5.4.4 We are continuing our discussions with management regarding their pi 
for the reduction of this concentration. Such plans should take accoi 
of the need to generate alternative sources of income in view of t 
significant contribution of these major borrowers to the results of t 
Bank. 


5.4.5 Limit Excesses and Unsecured Exposure 

At 31 December three loan accounts were more than $30 million in exct 
of approved limits. Of these, one was substantially covered by a c;; 
deposit and subsequent cash receipts have reduced the levels of exce 
on the other two accounts in 1987. We have also drawn management 
attention to the relatively high levels of unsecured exposure on certa 
accounts of high net worth individuals. 

5.4.6 Cross Border Exposure 


The Bank has relatively little cross border exposure to Latin America • 
other countries which are having difficulty servicing their extern, 
debt. It does however have a trade related current account exposure 
Sudan totalling about $42 million against which no provision was deem* 
necessary at 31 December 1986. We have^cepted the lack of provision 
respect of exposure to Sudan as ifaDBank negotiated a repaymer 
agreement with the Bank of Sudan ^.Ut^l9®o#hich was finally signed c 
22 February 1987. Through this a^nptoent /^Safcagement are confident the 
this exposure can be gradual 1 v/Tedte^rVOijr this agreement proves to t 
ineffective in 1987 manag^m^ht have/ureed to suspend interest ai 
create a provision at the r per annum in respect of thi 
exposure. 




There is also a fac< 
further in paragraph 


tO'^hp'ttepublic of Zambia which is discussc* 


5.4.7 Head Office 


1986 

$» 


1985 

$m 


Grand Cayman 


1,146.8 


983.9 


The loan portfolio in Head Office has historically included facilitie 
for many of the major clients of the Bank and these predominant l 
comprise the accounts referred to in paragraphs 5.4.3 and 5.4.5 above 
The increase in loans during 1986 has almost entirely resulted fror 
the granting of new facilities to established Middle Eastern client 
together with the opening of several new facilities with Middle East 
clients. 


5.4.8 Latin America Region 


Panama 

Paraguay. 


1986 1985 

Sm $a 

169.8 185.4 

5.1 2.3 


174.9 187.7 


2 ««2 


The decrease in the Panamanian portfolio is due to certain loans to 
Middle Eastern clients maturing during the year and to others being 
transferred to other branches and affiliates. The Paraguay portfolio has 
continued to grow steadily. 


- 16 - 
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BANK OF CREDIT AND COMERCE INTERNATIONAL (OVERSEAS) LIMITED 
INTERNAL CONTRX REPORT 


1 Concentration of risk. 


We recommend that action be taken to reduoe the Bank's exposure to 
individual clienta or groups of clienta to less than 10% of its 
capital fund. 


2 


It is the Bank's intention that the size of credit facilities should 
be restricted to 10% of the Group's capital fund except in exceptional 
circumstances. However we note that there are a number of existing 
significant individual customers and customer groups to which the 
Group has outstanding exposure in excess of this ajrigqpfc. We believe 
that the level of exposure to these customers should b^vreduced as 
soon as is practically possible not only to A^feguaq^Xhe Group 
against a potential loss should one of these Aj&ai je^'^fefault, but 
also to reduoe the Group's dependence upon t»Nr 
significant amounts of its earnings. /J' A A' / 


stomers for 


Credit 


We recommend that procedural coi 


activities are si 



the group's credit 


Particular areas of concern which have arisen during the course of our 
audit relate tox 


(a) the adequacy of credit files 


We have noted that the credit files maintained by the bank in some 
cases do not contain sufficient information to support management's 
review and control of credit facilities. In particular we noted that 
in many instances credit files do not contain the following 
information! 


(i) Audited accounts of the borrower and related entities 
( ii) Repor t s on visits to and discussions with the borrower 

(iii) Copies of inportant co r respondence with the borrower 

(iv) Detailed analyses of the profitability of the account. 

We also recommend that the Bank exercises its rights under security 
documentation to obtain better information on the financial position 
of its major borrowers. 

(b) Limit excesses 

We recommend that all limit excesses are reported on a continuing 
basis to head office so that authorisation of excesses can be obtained 
on a timely basis. Steps taken to reduoe the excesses should then be 
followed up and controlled by the central credit division. 


2603 
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Twenty-fourth Meeting of the Audit’ Committee 
Zurich - November 13th, 1989 


Present s 


Dr. A. Hartmann 
Mr. J.D. van Oenen 

Mr. C. Cowan 
Mr. E.W. Hoult 
Mr. A. Burnett 
Mr. T. Charge 


) Audit Committee 
) 

) 

j Price Waterhouse 
) 


Mr. S. Naqvi 
Mr. M. Rahman 


B.C.C. Group 


Dr. Hartmann welcomed the representatives of Price Waterhouse and 
of the Bank. He stressed, once again, the need to complete the 
accounts well in time before the final date of March 31st. /V Mr. Hoult 
replied that there remain a number of major issues, particularly 
in respect of loan provisions, that are still to be resolvecly' Much 
depends on the management but he considered it desirable fct^t these 
outstanding matters were finalised before the year end. He,emphasized 
that most are basically old issues. Another factor ofyiincertainty , 
of course, is the outcome of the Tampa trial and tjiy publicity and 
repercussions that could arise from this. yjf 

The Price Waterhouse report submitted is the basis of their report 
to the College of Supervisors that will meet on December 1st. A 
draft of that report was handed to the Audit Committee members. 
The contents, will be further reviewed by and discussed with Mr. 
Naqvi. 

General 

Mr. Rahman commented that the bank has special working groups 
tackling all issues, except for certain specific loan provision 
aspects, and he was confident that a resolution will be achieved 
before December 31st. 
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2 . 

Mr. Hoult observed that the main differences with management relate 
to Sections 1, 2 and 3 of their report (results, audit and accounting 
issues, and credit). There is no significant disagreement in respect 
of the other items. The country by country interim audit comments 
as listed in Appendix 2 were reviewed. 

Management 

Mr. Naqvi explained the new delegation of CEO's duties. The 
executives concerned share in the CEO's involvement. All outstanding 
issues are being discussed with Price Waterhouse by them, and they, 
in conjunction with the twelve support centres, have been given 
authority to arrive at a settlement with the auditors. ’This authority 
extends to sovereign risk and 'routine* LLR issues. 

Section 1 

8. Outlook/results 


The figures for the first nine months were reviewed (see 
also Appendix 1 in P.W.'s report). Not all reports are in^et 
but already P.W. have arrived at a LLR $17 million in excegp \ 
of our estimate. Management expects an operating profit* ojF $220/ 
million at year end, but P.W. anticipate a lower figure 
adjustments. : •y 

9, 34/36 Specific provisions (see also App. 8) 

P.W. expressed the view that the Group may position 

if provisions reach last year's level, but Mr. Nagvi pointed out 
that there are differences of opinion, as the determination of 
provision levels remains a matter of judgement. 

Grand Cayman appears to be the major problem. Most of the 
troublesome adyances have been garaged there. Mr. Nagvi is primaril 
involved in these, as well as in the credit concentration issues, 
all of which demand much of his time. 
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Section 

10 . 


11/14. 


3 

As mentioned earlier P.w.'s estimate place provisions $17 
million higher than suggested by management. Also several 
units have yet to report. The NBO situation came as a surprise 
to the Auditors, but Mr. Naqvi assured the Audit Committee 
that it is not quite so bad and that the main problem is 
confined to 3 or 4 large accounts. Mr. Hoult, however, pointed 
out ,that the overall amount of $149 million is very high. 
As Mr. Cowan commented, this high level is partly because 
the economy had deteriorated in 1989. Mr. Naqvi is having 
discussions with the Central Bank, and felt that the suggested 
provision of $4.8 million would be sufficient. On Hongkong, 
Mr. Cowan mentioned that the previous year's plan had not 
been fulfilled. 


2 


Inter-branch/affiliate balances 


/ 

/.0 


Mr. Rahman explained that the noted $39v'mil^lpn 


_____ DF bank 

.. .-&J 

reconciliation difference was not unreasonabl^lir view of our 
very high turnover and the fact that some unitre have different 
closing dates. There are no items of conce^ii^and the accounts 
will be fully reconciled by December 



Mr. Naqvi mentioned instructions\^/all units to clear their 
suspense accounts to avoid the need for last minute adjustment 


Accounting for interest, fees and commission 


Mr. Naqvi commented on our method of suspending interest. 

He felt that the 90 day requirement was too rigid and that 
in special cases we^should be allowed to exceed this period. 
There is not always a linkage with provisions. P.W. prepared 
a watch list for management information. Mr. Cowan stated 
that there are nevertheless non-performing loans where interes 
has not been suspended. 
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6 . 


Gulf Group 

It was pointed out that there could be an element of double 
counting in respect *of the pledged shares and other assets. 

Mr. Naqvi promised to look into this. Mr. Cowan observed that 
he would like to see a floating charge over the company's 
assets and also that more cash-flow information is needed. 

Mr. Naqvi said that the bank is restructuring the account to 
achieve a reduction in principal. He wants to give them a 
long period of time. Mr. Cowan commented that Price Waterhouse 
basically has the same reservations as in the three previous 
years. 


Government of Sharjah 

Two instalments remain unreceived. Mr. Naqvi hoped that payment 
will be made. The Ruler is presently travelling, but he expects 

to meet him before December 31st. Mr. Cowan explai^tt that 

/ 

the post-dated cheques in our possession were stopped by^the 
Government. 


Other Risk facilities and International loans 

/ ; 


Some of the major ones, not mentione<^^bve & 
Appendix 7. They are, according to P.’i‘ 


'listed in 
5f a 'problem' 

nature. Most were already reported in 19^^ Some may need 
further provisioning. They are closely monitored by P.w. 


Mr. Naqvi explained the Cayman items, most of which are more 
of a 'routine 1 nature, and explained that several of the 
International loans are partly secured. The individual account 
managers are following up and will discuss each item with P.W. 


29 . Limit excesses 


- 267£ 


Mr. Naqvi explained that the noted excesses refer to major 
accounts which require case by case decisions. Dr. Hartmann 
uggested that they require Board approval before the year 
id. Mr. Hoult expressed his concern about the size of the 


excesses 
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7 . 


30 . New loans with inadequate documentation 

The total amount identified is $73.5 million. It includes 

» 

$35 million CCAH new draw down lacking Board approval. Mr. Naqvi 
promised to look into the problem and expects to be able to sort 
it out. 

32/33. Transfers of loans 


Mr. Naqvi explained that the transfer of loans (mostly CCAH) 
from Cayman to Emirates was primarily for liquidity and regulatory 
reasons. There will be an interest-sharing arrangement. In 
view of our minority interest in Emirates, there will be a 
net loss of interest but not a great deal. Country risk exposure 
would not be affected, said Mr. Naqvi. 


37/38. Sovereign risk situation (see also Appendix 5) 



/ V '. 


v -X s jt 

The bank will continue to follow the Bank of England guidelines, 

' °y 

however, after taking specific situations int^' account..' / 

According to P.W. the Bank of England matri^ could. xejqfb ire a 
provision of $20/40 million, but manageme/(^^ef9ls # .J1^Kat $11 million 
would be sufficient in view of a number txlf' bi^ttpral arrangements 
that are operating satisfactorily. The mairi i|^ue remains Nigeria 
where according to management a reserve of $7 million would be 
sufficient . 


Mr/ van Oenen pointed out the increases in the provision 
level made by the British banks that now provide 60% or over 
against their exposures, and felt this would be a good time to 
take a conservative attitude. 


39/40. General provisions 

Mr. Hoult expressed his concern about the general provision 
level which stood at only 0.6% in 1988 and is bound to drop still 
further. 



194 


Section 4 


8 . 


58/60. Treasury Operations 

Except for a swap contract with Hammersmith Borough Council 
and a trading loss in BCC Emirates, no particular problems 
were noted although the results are unimpressive. Discussions 
continue with Bank of England on the subject of a Central 
trading operation located in London. 

Section 5 


61/72 Taxation 


It is expected that the operating profit/tax ratio will be 
better than in 1988, although much depends on the level (and 
location) of provisions to be made. Price Waterhdk&£\have 
addressed a letter dated November 8th to management 
suggestions on how to improve our taxation ^Iici6.eV/it could 
involve the need to restructure the organisation, lir. Rahman 
explained the plan to charge the overseas units.* y^Lth a portion 
of CSO expense. Mr. Nagvi commented orf the redaction in the 
deposit subsidy to funding units f r^l 1 to' ^ p.a. 


There remain a number of unresolved back issues, especially 
in the U.K., but also in Luxembourg and Egypt. 


Section 6 


73/80 Regulatory and compliance 

The outstanding issues were discussed in some detail. On 
the whole, the compliance issues are being resolved. 

Sections 7 

81/88 Internal controls 


Price Waterhouse's observations were noted 
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9 . 


Appendix 3 & 4 
Reviewed. 

Capital adequacy 

This issue was discussed in a separate session with Mr. Hoult and 
Mr. Naqvi. Price Waterhouse noted some potential problems, arising 
from a recent capital restructure. Mr. Naqvi mentioned that we had 
followed a more complex formula than was strictly necessary and the 
regulators will be fully advised in a separate context. P.W. confirmed 
that our capital remains adequate under the existing regulations. 


The general meeting was closed by Dr. Hartmann who thanke^d'.^Jo' 
participants. A new meeting with Price Waterhouse has /tfeeiv,scbii Juled 
for January 10, 1989. 


OhMMu 


Dr. A. Hartmann 


As 



Mr. J.D. van Oenen 
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B C C 


Fourteenth Meeting of the Audit Committee 


10th March, 1988 

Meeting with the External Auditors Price Waterhouse 



Present: 

Dr. 

A. Hartmann 

) 



Mr. 

J.D. van Oenen 

) 

Audit Committee 


Mr. 

E.W. Hoult 

) 



Mr. 

A. Burnett 

) 

Price Waterhouse 


Mr. 

C.l. Cowan 

> 



Mr. 

S. Naqvi 

) 

BCC Group 





Management 

Review of 

Price Waterhouse's report 



Mr. Hoult 

opened the discussion 

by pointing out 

the 

changing role 


of external auditors as a result of the developments that are taking 
place in the financial and the regulatory field. He made it clear 


that any critical observations in their report are m< 
a constructive nature. 



be of 


A wide-ranging review of the bank's results and . oper£t1j*hs then 
took place. Where needed Mr. Naqvi, representing. 4he ifi^riagement, 
provided further clarification. 

/ . ^ 

Following the attached agenda, matters oj/ specific ^portance were 
discussed. 



(D (2) 


Mr. Hoult reiterated his concern about the bank's large exposures 
and risk concentration. Loans in excess of $25 million represent 
one third of the portfolio and the bank is too dependent on the 
income. The regulators are aware of this and some comments may 
be expected, particularly where there are excesses over the limit. 
Mr. Cowan added that PW requires a better understanding of some 
loans and the need for more complete credit files. PW would like 
to see reduction in certain loans such as the Gokal group. 


Mr. Naqvi commented that arrangements are being made to record 
in detail discussions with such customers for PW information. Most 
of the excesses have meanwhile been reduced. 

CCAH security has been valued by PW at $6150 per share, i.e. 90 % 
of 2.7 times book value. 
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( 3 ) W 

The extent of specific, general and country provisions were discussed 
at length and Mr, Hoult indicated that PW, after reviewing most large 
loans around the world, felt comfortable with the specific figure of 
$429 million. This includes $20 million provisions in Hongkong and 
Egypt that should have been made in 1986. Mr. Naqvi indicated that 
a system is being developed to forewarn management of potential loan 
problems in good time in the future. 

General Provisions now stand at 1 % of risk assets, not counting 
G.M.'s and loans secured by deposits. Mr. Hould would like to see a 
further increase, later, up to $150 million (equalling 50 % against 
Gokal). Mr. Naqvi indicated an initial target of 1.25 %. 

Country risk provisions * which to some extent are based on Bank of 
England guidelines, were discussed in detail. The figure of 
$73 million arrived at, nevertheless, is not being allocated to any 
specific countries. Some reduction is taking place in the Sudan 
exposures which explains the exclusion of certain debt. Mr. Hoult was 
not quite sure whether our Nigeria calculation is in accordance with 
Bank of England thinking. 


( 5 ) 


The disappointing Treasury results and the losses incurred 
Central Treasury were reviewed. A senior officer to take charge of 
Treasury has been recruited from outside. There is an obvfoqs^netd 
for much closer central supervision and the estdbU^meni/ of 
peripheral limits. 

The tax aspect is of great importance, especially *hen i. %yfs being 
paid over cost of funds to units in high tax counties. 

There is a market value shortfall of $100 milt€|f* i 
Portfolio, but prices have since somewhat imi 
included in the loan portfolio at cost. 




Investment 
G.M.'s are 


Dr. Hartmann stressed the need to spell out our investment objectives 
more clearly to those institutions that have been entrusted with fund 
management. 


Concern was expressed about some non -bank and other unauthorized 
trading activities which invariably seem to have led to losses. The 
major difficulties originated in Luxembourg, Italy and Hongkong. Mr. 
Naqvi stated that the problems there are being further 
investigated. Dr* Hartmann suggested that the Internal Audit Dept, 
should keep a close watch over such activities and report 

non-compliance. 
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( 6 > 

Local audit delays were experienced in some locations outside PW 
control* Matters of group significance were listed by PW and reviewed 
in some detail* 

( 7 ) 

Financial control difficulties reported by PW were reviewed. The 
main problems seem to be related to the Treasury, already reviewed 
under (5) above* Other areas where improvements in controls was 
necessary were pointed out by PW* 


( 8 ) 

BCC SA tax provision appears to have been conservatively estimated, 
but PW felt that this is off-set by various unresolved issues with 
Inland Revenue. No decision can be expected in the immediate future 
as all foreign banks are involved. According to Mr* Hoult we may 
perhaps be in a somewhat better position than the American b^qks 
in London* 



Outstanding issues 

1* Capital adequacy may be affected by the ICIC/ililuatiow'/f the 

Regulators could treat BCC and ICIC as one^/fcptity. 

Mr. Naqvi again explained the historical relaKOpship and the 
two main aspects in this operation. Arrangements will be made 
to solve these. Mr. Hoult mentioned that the matter will have 

to be addressed in PW's report to I ML. He understands the 

problem, but legal justification is needed. 

2* The related party situation which had been reviewed at length 
at our previous meeting was further discussed, as well as the 

Note to the accounts dealing with this subject. 


3. 


n 

4* Other items discussed included the situation in Kenya and in 
Egypt; as well as the regulations in respect of investment 
activities conducted In the U.K. A co-ordinator has been appointed 
in London* 
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Review of draft Financial Statements 

Discussed the changes that have taken place since the review of 
22nd January, 1988. Mr. Naqvi commented on the few items, most of a 
technical nature, which were listed by PW as still outstanding. They 
should be resolved very shortly (the accounts of BCCI Financial 
Services will eventually be transferred outside the Group). 

Our accounts have been presented in the format required under the 
new I.A.S. which needed re-statement of the 1986 figures. PW 
submitted a list of the many adjustments that had been necessary to 
the first provisional operational profit figures which resulted in a 
final reduction from $191.3 million to $185. 4 # mil I ion . 

The various Notes to the accounts were reviewed, in particular those 
relating to provisions, their treatment in the accounts, taxation, 
property revaluation, investment portfolio presentation and segment 
information. Mr. Naqvi commented on the group profits, for the year, 
which were affected by the disappointing Treasury results and foreign 
exchange fluctuations which a.o. adversely influenced salaries and 
related costs to the tune of $16.7 million. The individual bank unit 
contributions to the overall profit were reviewed in detail. 


Some discussion ensued relating to the various ratios as calculated by 
PW 
omi 

Mr. Naqvi confirmed that the bulk of our liquidity /%.' :ma in t^i^ied in 
convertible currencies. / '.1; 


me aiscussion ensuea relating to me various ratios as caicuiaiea oy 
V which would show a 5 % reduction in liquidity (bp&yse of the 
lission of CD's) and a drop to 7.48 % in the capij£l<£Ss^*t ratio. 


Cy 


Management Issues 


tools and/moni toring, and 


njirnal 


Mr. Hoult emphasized the need for close 
again pointed out the need for stronger 
to Mr. Naqvi. The latter mentioned that t? 

Management is receiving full attention and 
to the Board as part of a ten-year plan~ 
internationalisation of the management which 
cultural changes. Discussions are also taking place on more technical 
support, and on strengthening computerisat ion and systems and 
administration. Future strategy will focus on four geographic areas: 
U.K. /Europe; Far East; Canada and U.S.A. 


n^8nagement support 
thening of Central 
» will be presented 
These will include 
will require major 


Mr. Hoult commented on the report to be presented by PW on the 
appropriate internal audit structure, which will require senior 

management input and time. It will be ready in June. It is hoped 
that the Internal Audit Department will submit more frequent reports 
in a form that- would enable PW to rely on them more fully. This 
would reduce cost. Mr. Hoult also suggested that the Audit Committee's 
role should be expanded to cover all aspects of compliance and 
internal control. 
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Other matters 

Mr. Hoult was pleased with the formation of and the co-operation 
received from the Audit Committee. He saw it as an important bridge 
between PW and the Board. 

Dr. Hartmann thanked Mr. Hoult and his colleagues for their 

co-operation and, accepting that this was PW's first full group audit, 
expressed the hope that there will be scope to streamline audit proce- 
dures .* increasingly in the future. 

A meeting between PW and the Audit Committee wilt be arranged in 
May to review the I ML report. yv 


AO 
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Provisions 


End of 1985 BCCI had provisions of a total of US$ 376 mio. 


In these provisions a general provision of US$ 55 mio. was included 
which makes the specific provisions of U5$ 321 mio. 

To these existing provisions have to be added US$ 321 mio. 


- specific provisions agreed with management US$ 36 mio. 

- specific provisions not yet agreed USS 63 mio. 

with management 


Total specific provisions 
General provision 


USS 420 mio. 
USS 50 mio. 


Total provisions 


USS 470 mio. 


This means 
taking into 
Sharjah. 




202 


- 5 - 


OTHER REMARKS OF THE EXTERNAL AUDITORS 

/ 

1. KIFCO (Kuwait) had bn 30th September, 1986 outstanding loans of 
US$ 150 mio. (in August 1986 (JS$ 270 mio.). Though their 
position is not consolidated, the auditors regard KIFCO as part 
of the group. They expressed some concern about the loan book 
and would like to know more about the company. 

i/ 

2. The External Auditors need more information about Banque de 
Commerce et de Placements S.A., Geneva. Or. A. Hartmann 
informed them about the legal steps to be taken to get the 
desired information. 

t/ 

3. The BCCI Staff Benefit Fund has no legal personality. A trust 
should be formed and rules set up. 

✓ 

4. Tax position: Ernst & Whinney expressed some reservations about 
the feasibility of the proposed US$ 40 mio. reversal. 


5. 


6 . 


7. Regarding regulatory requirements Ernst & Whinney mentioned 

- the restructuring of BCC, Great Britain 

- the letter of the Canadian regulatory authorities dated 

10th October, 1986 

- the necessary special license for the treasury activities in 
Abu Ohabi. 


The External Auditors mentioned the absence of any mapT^b^ment 
reply in respect of their 1985 observations. They ^es4<Veb^ a 
letter from I ML two weeks ago referring to the 
about BCC S.A. 




Ernst 6 Whinney mentioned the need to coop^fn'a^i^.ijie/audi t of 
the treasury operation in Abu Dhabi w i tb/?fic^* WjUrhouse . As 

Abu Dhabi belongs to SA, Ernst 6 Whinn^Q^'^^f^J^ 114 

falls in their responsibility. A// 


this audit 


The auditors discussed future regulatory requirements in respect 
of internal controls and the maintenance of appropriate 
accounting records. 
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8. The auditors mentioned the fraud in the National Bank of Oman 
of US$ 800*000 and of Kenia of US$ 300*000. tn India the 
traveller checks seem to present some difficulties. 


9. The auditors had the same observations on 1C 1C and BCCI Staff 
Benefit Funds as Price Waterhouse. 


10. They expressed the need for a formal pjan to enhance 
management quality through restructuring* training and outside 
recrui tment. 


11. Reverting to their letter of May 1986 Ernst & Whinney mentioned 
the following points: 


1. Coverage is still unsatisfactory and unchanged. 


2 . 

3. 


The internal control is good in U.K., unsufficient outsi 

The auditors think that the bank needs, more executi 
directors. Although there has been some improvement, it 
felt that there remain weeknesses in the 
monitoring systems. 

f 




reporting 
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BCC GROUP 

RISK FACILITIES - PROVISIONAL ASSESSMENT 
AT 30 SEPTEMBER 1986 


CONFIDENTIAL 


I. Introduce Ion 


L.i Thij provisional assessment of tha group’s risk facilities is based 
on reports made to Ernst & Whinney by auditors, in accordance with 
the Audit Administration Manual, and on reports received from Central 
Credit Division. 


1.2 Central Credit Division has supplied us with reports as at 30 September 
1986 covering country risk, sovereign risk and credit risk concentration. 

1.3 The Audit Administration Manual requests auditors, inter alia, to: 


2 . 


- Conduct a review of credit facilities recorded as at 
30 September 1986. 

- Form a view on specific provision requirements. 

- Endeavour to agree these requirements with management. 

• Report to us the conclusions of their work, together with 
supporting details. 

Reports have not been received at this time from all auditors. 
We are continuing to seek responses from the auditors' concerned. 



Scope and objectives of this report 


2.1 The information supplied by Central Credit Division has been reviewed, 
but not audited, by ourselves. The review of credit facilities 
conducted by auditors does not constitute an audit in accordance 
with generally accepted auditing standards and was conducted as 
part of their procedures designed to express an opinion on the accounts 
of each group company as at 31 December 1986. Accordingly, this 
report does not constitute an opinion as to the accuracy or completeness 
of the group's credit risks and should not be relied upon for this 
or any similar purpose. 


2.2 It should also be appreciated the information in this report is 
of a provisional nature and may be influenced by the contents of 
reports not yet received, by information requested of management 
and by developments subsequent to the date of this report. 


.2.3 Accordingly, the objective of this report is to give management 
a preliminary indication of the extent of facilities at risk and 
of the related specific provision requirements. 


3. Geographic ,rlsk 

3.1 Schedule 1 sets out a summary of geographic risk as at 30 September 
1986 to those countries where, in our view, political or economic 
considerations Increase the risk profile. We draw your attention 
to Note 1 to this schedule which explains that certain risks are 
not included. Accordingly, the level of risk is understated to 
that extent. 
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3.2 In comparison Co che posicion at 31 December 1983, ic appears chac 
there has been reduction in Che exposure to Nigeria and Egypt which 
accords with our general understanding. There also appears to 
be a reduction in the Saudi and Kuwait exposure which we cannot 
readily reconcile and enquiries are in progress. The new exposure 
to Peru and increased exposure to Zambia is nocab Le. 

3.3 In our view, che incidence of risk to these countries is an important 
environmental factor in considering che general quality of assets. 
Moreover, che degree of risk is more volatile for these countries 

and may therefore change more rapidly. In our view this risk volatility 
is particularly notable in Bangladesh, Egypt, Nigeria, Phillipines, 

Sudan and Zambia. 

3.4 We believe these circumstances should be reflected in the group's 
approach to provisioning as follows: 

(a) Facilities to comercial counterparties should be assessed 

with additional caution. In particular, che absence of scheduled 
repayments or reasonable account activity should be grounds 
for establishing specific provisions unless adequate tangible 
security is available to the group. 

(b) Subject to our consents in Section 4, facilities to bank 

or sovereign counterparties should be assessed separa&di^. * 
in formulating the level of general provisions. Im'putfti^lar, 
we consider amounts of general provision should bt< spd<Uf ic^Wy 
sec aside to recognise the higher risk profile ol these faculties - 

4. Sovereign risk 

z 7 ' ’ ' • / 

4.1 Schedule 2 sets out separately the sovereu- exposure/wichin 

the geographic risks reported in Schedule I/,--- - V ./ 

4.2 In comparison to Che position at 31 December can be seen 

that most exposures are static but it is noceuoo^tpf chac che exposure 
to Nigeria has reduced considerably and chac co Zambia increased 
substantially. 

4.3 Whilst we generally consider it appropriate co recognise the risks 

in these exposures by allocated general provision [see Section 3.4(b)), 
we consider currently that a specific provision is appropriate for 
the group's sovereign exposure to Sudan. In 1983, che main part 
of ehls exposure was subject to an allocated general provision of 
$4 million; being 20X of che exposure of $20 million. As described 
in Section 6, our provisional view is chac a specific provision 
of 73X is now appropriate. 

5. Risk concentration 

3.1 Schedule 3 sets out an analysis of major credit exposures at 30 
September 1986. 
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5.2 We have previously reported our concerns as to the level of risk 
concent radon in Che Group. In conparison to the position at 31 
December 1985, it can be seen that this is still a major feature 

of the credit risk profile and shareholders still figure prominently 
amongst such customers. Audit procedures to confirm appropriate 
authorisation of these facilities are not yet complete. 

5.3 In our view, this circumstance presents a significant latent risk 
to the group. We take this view because experience demonstrates 
that circumstances can arise in which loan losses are experienced 
even though credit monitoring is generally of a high quality, the 
borrowers track record had been excellent historically and tangible 
security is substantial. These circumsances commonly arise through 
circumstances outside the control of the lender or the borrower. 
Practical examples include the occurrence of uninsured catastrophes; 
changes in the economic or political climate or amendments to law 
affecting the exercise of security. 


5.4 For these reasons, we consider that this latent risk should be recognised 
in assessing the general provision requirement by setting aside 
sums at a higher level for the latent risk in those facilities which 
exceed, say, $100 million. 

6. Specific provisions 


6.1 Schedule 4 sets out a provisional summary of those reports received 
from secondary auditors of facilities at risk and related provision 
requirements . 

6.2 The key information reported on the schedule is as follows « 

* Facilities under discussion - being facilities where the eomple*£ 
of the position has prevented an assessment at this time or wNT 
auditors wish unpaid Interest to be reserved. 

•v 

* Potential shortfall - being aggregate facilities at risfc'flated 

nee of reserved interest and the estimated s^lisablowVfue of 
security. V* 

Specific provisions - being each auditors provlb^pfal assessment 
ae 30 September 1986 of the specific provisions required; distinguishing 
between those agreed with the local management and those not agreed. 



* Specific provisions at 31 DeceaAer 1985 • being those provisions 
regarded by auditors as specific as at 31 December 1985, adjusted 
for exchange movements in 1986. 
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6.3 A provisional indication of cha impact of specific provisions in 
1986, and of kay outstanding matters, is sat out below: 

Provisional requirement 
in 1986 

"" iff” 

- Guarantees 9.5 

Assumes no new guarantees issued in 1986 
and no further provision required against 
guarantee issued to UK region on facility 
of $12. 6M. 

SA 35.3 

Assumes concerns on three facilities totalling 
$80 million are resolved, interest is paid or 
reserved on two Middle East facilities and 
further discussions confirm E&W's view that 
a 75T specific provision ($14 million) on 
Sudan is appropriate. 

- Overseas 

Assumes 'other locations' (which do not 
report until January) require no further 
specific provisions in 1986. Assumes 
a series of significant repayments due 
before year end are received and certain 
additional security is also received. 

* Other subsidiaries 

Assumes those that have not reported require 
no further specific provisions in 1986. 

Assumes no further guarantees received from 
other group companies. 


6.4 We stress again that this assessment is 

by virtue of the assumptions referred to 
matters referred to in paragraph 2.2. 

7 . General proviaiona 

7.1 Schedale 4 sets out the general provisoes maintained by the 
group at 31 December 1985, based on auditors assessments 

at that time. These provisions aggregate to approximately 
$50 million. 

7.2 As you are aware, the auditors of Overseas were concerned about 
the level of general provisions at 31 December 1985 in that bank 
and we understand specific assurances were given by management In 
this regard. -Moreover, we expressed reservations at that time 

as to the degree of latent risk in Overseas, Emirates and MXSR and 
rteosand larger proviaiona bo oaeabliahed. 


10.4 
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7.3 


7.4 


In reviewing the position this year, our concerns remain. In particular 
Section 3.4 and Section 5.4 of this report make proposals as to 
the assessment of latent risk in certain country risks and in large 


exposures . 


Clearly, it is too early in the audit process to formulae*, ahy 're^ommendaeio 

Nevertheless, it is relevant to note that, on a simpliHedt^ippro^L 

a general provision of IZ of the aggregate group advandes. at .36^V^ 

September 1986 would require a general provision. of *p^<oxi 0 ^r£^£y 

$70 million compared to the existing provision' of* - 

Such a calculation is over simplistic and d*£s v . take ‘is£d^*dcount 

the need to deal separately with country ^MOlargV^ppiure risks 

as mentioned previously. \ 


Ernst & Whinney 
5 December 1986 | 
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BCCI GROUP SCHEDULE 1 

GEOGRAPHIC RISK 


Bahrain - 

Kuwait 

UAE 

Saudi Arabia 
Oman 

Total Middla East 

Bangladash 

Egypt 

Nigaria 

Pam 

Phillipinas 

Sudan 

Zaabia 


Total 

Sapt 1986 X Doc 1985 X 
$M $M 

500 3 590 3 

146 l 275 2 

1*612 9 1,530 9 

342 2 603 4 

653 4 815 5 

3,253 18 3,813 23 

108 1 169 l 

380 2 447 3 

529 3 850 5 

23 0 

66 0 69 

95 1 105 

101 1 55 


Analysis of 1986 Risk 
Cross Bordar Local Loans 
$M 


267 233 

146 

271 1,341 

342 

34 619 

It 060 2,193 


27 

141 

195 

23 

66 

72 

71 


81 

239 

334 


23 

30 
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BCCI SCHEDULE 2 

SOVEREIGN RISK 


$000 



December 

September 

Loan domiciled at: 

1985 

1986 

Argentina 

500 

566 

Bangladesh 

6,429 

5,893 

Brazil 

4,741 

4,345 

Costa Rica 

l , i 60 

L , 20 1 

Cuba 

1,440 

1,440 

Mexico 

5,789 

5,799 

Nigeria 

156,537 

72,460 

Peru 

- 

22,567 

Poland 


648 

Philippines 

' :• 

Ay / 

60,611 

Romania 

1 

3 

Somalia 

3.797 

2,828 

Sudan 

Turkey 

Jf*? 75,478 

23,975 

67,020 

26,152 

Venezuela 

2,175 

2,273 

Zambia 

- 

46,319 


388,342 

320,125 


Sourest Unaudited dace supplied by Central Credit Division 
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swwt v*AUur SCHEDULE 4 


FACILITIES AT RISK* AS AT 30 

SEPTEMBEK 

1986 







Specific 


Facilities 

Potential 

Shortfall 

Provisions 

Specific 

undtr 

December 

Sepcember 


Noe 

Provisions 

discussion 

198S 

1986 

Agreed 

Agreed 

31.12.85 

$M 

$M 

$M 

$M 

$M 

$M 

Guarantees i 






By Holdings 12 -6* 

65.5 

64.0 

54.5 

5.5 

54.5 

By Overseas 

35.5 

35.5 

31.5 

4.0 

31.5 




86.0 

9.5 

86.0 

SAi 






- Luxembourg 15.1 

N/A 

27.0 

10.6 

2.7 

11. 1 

• Middle Ease 318.0 

N/A 


30.6 

15.0 

28.2 

- UK 12-6* 


27.2 

20.5 

16.1 

21.5 

• Ocher 

N/A 

8.2 

7.3 

0.3 

7.2 




69.0 

34.1 

68.0 

General provision 





25.0 

local provision 





93.0 







- Cayman 

42.0 - 

60.4 

17.3 

Nil 

15.7 

* Major locations 

24.0 

33.6 

16.0 

4.7 

SI. 9 

- Other locations 

67.7 


45.0 


45.0 

(No report) 



78.3 

4.7 


General provision 





u X 

Total provision 






CFC No report 



4.9 

-V 

Y 49 

Lebanon No report 



1.8 

■j's 

1.8 

Svasiland No report 

0.9 


0.1 


0.1 

Nigeria 

20.9 

19.6 

19.6, 

T'jAi 

15.4 

Oman 

36.5 

42.1 


r Nil 

11.8 

Ghana No report 





Nil 

Canada 

2.9 

8.3 

Z?4 

5.8 

2.4 

Finance 






(Hong Kong) 

29.2 

23.3 

8.4 

Nil 

4.9 

Hong Kong 

125.7 

123.8 

21.0 

Nil 

12.5 

Zimbabwe 

0.2 

0.3 

0.3 

Nil 

0.2 

Zambia No report 






Kenya 

1.2 

1.0 

0.2 

0.7 

0.1 

Egypt (Provisional) 



11.9 

8.0 

11.9 

Italy No report 

1.7 


0.3 


0.3 

Cameroon 


N/A 

3.5 

Nil 

1.9 

Emirates 

N/A 

73.1 

23.2 

Nil 

17.7 

Spain 4.4 

1.7 

9.8 

3.1 

Nil 

1.5 

Colombia No repore 



8.2 

Nil 

8.2 

Botswana 

Nil 

0.1 

0.1 

Nil 

0.1 

Uruguay 

Nil 

Nil 

Nil 

Nil 

Mi l 

Niger No report 






Gibraltar No report 





Nil 

Indonesia 

Nil 

Nil 

Nil 

Nil 

Nil 

Australia 

Nil 

Nil 

NIL 

Nil— 

&LL. 




123.5 

14.5 

95.7 

6^§sral provision 





12.4 


Total provision 108 . 1 
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Discussion of remarks made by the External Auditors 


The External Auditors do not consider 
presentation of credit proposals to be 
Mr. I. Ahmed •nentioned that improvement 
looked for in the field. The credit 
60 officers. 


central 

fax. 


management or 


According to the opinion 
by branches should 
establishment of a separate 
would be of great help. Mr. 
regional credit offices beside 



the quality of the 
always sufficient. 
iS to be primarily 
now consists of 


2. The External Auditors consider ^fhat no fiSy/ credit commitments 
should be made by local man^fement -b#6pe approval by central 
management or the Board. ✓lisch an V^proval should be made 
before disbursement of th$/^rfcdtj>. Vf^Xecessary the agreement of 


requested by telex or 


External Auditors credits made 
more actively monitored. The 
department for reviewing credits 
I. Ahmed mentioned the creation of 
the central auditors. 


Central Credit Committee 


According to the External Auditors the Central Credit Committee 
is of good quality and screens credits very well. Mr. I. Ahmed 
informed the Audit Committee that a smaller sub-committee has 
been established. 

The activity on the credit officers' and committees' competence is 
laid down in a number of manuals. 
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NAMB OP THB INVESTOR MANAGEMENT FEB 

IN USS 


1 . 

Maahriq Holding Co 

2,377,623.71 

2. 

H.H. Sheikh Humald Bln 
Rashid A1 Naomi 

1,650,517.78 

3. 

H.B. Mr. Faisal Saud 
A1 Fulai J 

2,524,059.74 

4. 

H.B. Mr. All Mohammed 
Shorafa 

2,414,858.93 

5. 

H.B. Sheikh Kamal Adham 

4,063.703.21 

6. 

Mr. Sayed Jawhary 

143,516.16 

7. 

Mr. Abdul Raouf Khalil 

1,879,365-01 


15. 053, 64*. 54 
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28 April 1986 


The Board of Directors, 

Bank of Credit and Commerce 
International (Overseas) Ltd., 
P.O. Box 1359, 

Grand Cayman, 

B.W.I. 


Dear Sirs, 


We have pleasure in submitting our commentary on the independent examination 
which we have made of the accounts of Bank /Ofy Credit and Commerce 
International (Overseas) Ltd. ("the Bank”) for the. ".year oefifced 31 December 
1985. This commentary has been prepared at the^^re^.win of yourselves and r 
of the Institut Monetaire Luxembourgeois jP'HWL should read in 
conjunction with nur Rupnct nn Treasur y Agfovltias jfcred 18 March 1986. In 
addition, we have reported on certain mak& t dtoadl jexfMfsiiEc& in connection with 
the report of the Group Auditors to thp<^K^ at your disposal to 

provide any additional information or Aw ana which either the regulatory 

authorities, yourselves or management^ may require. 

We would like to emphasise that our exan^/fation of the accounts of the Bank 
was carried out with the objective of expressing an opinion on those accounts 
taken as a whole and not on the accounts of any of the branches standing r 
alone. Our examination was based on our evaluation of the systems of internal 
accounting and other controls in order to establish a basis of reliance 
thereon in determining the nature, timing and extent of other auditing 
procedures required for expressing an opinion on the accounts. 

The extensive data included in the commentary has been extracted from the 
accounting and related records of the Bank which we reviewed and tested in 
completing our examination of the Bank's accounts. In this connection we have 
placed reliance upon the results of our audit as to the basic reliability of 
the Bank's accounting and related records and, in addition, we have tested the 
financial and other data included in this report against the Bank's records. 
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As you are aware. The Confidential Relationships (Preservation) Law of the 
Cayman Islands embodies in statute the duty of non-divuigence of information 
imparted under conditions of professional confidence. Accordingly, to ensure 
that both the Bank and ourselves comply with the intent of the law, we have 
omitted refer ence to the names of customers in Schedules B and C who have 
accounts at Head Office, and have identified individual a^a^unts by. means of a 
reference number. 


In closing, we wish to express our appreciation 
operation extended to us throughout the Bank du#f 
and the preparation of this commentary. 


Yours faithfully, 


MIC? v7.";7Tn 


HOUSE 



tesy and co- 
of the audit 
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3.3.3 Due from affiliates comprises demand and term accounts with other group 
banks maintained in the normal course of business at prevailing market 
rates of interest. 


3.3.4 Due from financial institutions comprises demand and term accounts with 
finance houses, investment companies and brokerage houses. The 
increase over the prior year figures is largely attributable to the 
existence of significant balances with two major brokerage houses. 


3.4 Loans and advances 


3.4.1 Loans and advances are stated in the balance sheet after deduction of 
$_n j 5-9m (1984 $ 88.3m) as a provision for possible loan losses (see 
Para. 3.3) and consist primarily of short to medium term trade related 
financing together with investment financing for selected international 
clients. The loan portfolio may be summarised by region, after 
deduction of interest in suspense, as follows: 


Head Office 
Latin America Region 
Caribbean Region 
Africa I Region 
Africa II Region 
Middle East Region 
Far East Region 
South Asia Region 
India Region 


Loan loss provision 


1983 



1,737.6 

88.3) 


$2,188.4 


$1,669.3 


3.4.2 There has been a ' 31% g rowth in the grgss loan, port folio compared with 
the prior year. The principal features of the changes in the regional 
composition are described in the following paragraphs. 


3.4.3 Head Office 



1983 

1984 


$m 

$m 

Grand Cayman 

983.9 

683.3 


The loan portfolio in Grand Cayman has historically included facilities 
for many of the major clients of the Bank. The increase in loans 
during 1983 has almost entirely resulted from the granting of new 
facilities to. established Middle .Eastern clients together with a major 
trade reiated facility to a Government Agency of an African country. 
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The overall increase of about $ 15m in the region is largely due to the 
significant increase of $ 19m in Macau offset by a decrease of $ 6m in 
Korea. The operation in Macau is now in its third year and* in 
addition to a base portfolio of loans originating from BCC Hong Kong, 
has developed a portfolio of offshore and trade related accounts. A 
significant proportion of the new facilities are backed by term 
deposits which have been pledged to the Bank as security. The decrease 
in loans in Korea is largely due to the withdrawal of facilities from a 
number of local clients. 


South Asia Region 

1985 

1984 


$m 

$m 

Maldives 

3.4 

3.1 

Pakistan 

234.0 

154.4 

Sri Lanka 

36.5 

34.5 


$ 273.9 

$ 192.0 


The overall increase of about $ 82m is almost entirely due to the 
egcanaion in the loan portfolio in Pakistan. During 1985 the State 
Bank of Pakistan allowed 'increases . ijQ_the credit gjming provided such 
increases were backed by foreign currency d^sIH/br Special National 
Fund Bonds. The Bank has taken full' advaptag^/bf this relaxation of 
the regulations and significant new' faciUtUl/nave been granted to 
local clients • The necessary, foreign gy^ dncy deposits have been 
obtained from individuaTclients >*ndp frofi^Gpand Cayman Head Office. 




5.4.11 India Region 


1984 


India 


106.3 


41.3 


The branch in Bombay has now completed its second full year of 
operations and has achieved a very significant growth in both assets 
and profitability. A large number of new clients have been granted 
facilities including major local corporations. 


5.5 Loan loss provision 


5.5.1 During the course of our audit we place great emphasis on our 
examination of the loan portfolio in order to assess the quality of the 
loans and the adequacy of the provision for possible loan losses. Our 
work includes reviewing the creditworthiness of a large number of the 
Bank's clients throughout the world and as a part of this work we look 
not only at the operational aspects of each individual account but also 
at the underlying resources of each client and the value attached to 
any collateral held by the bank as security. We pay particular 
attention to major exposures and identified risk facilities and discuss 
these extensively with management. Our examination also includes a 
thorough review of the authorisation and monitoring procedures adopted 
by the Bank and the adherence of local management to these procedures 

2630 


16 - 
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WHTOTBS or TH» W8BTIWQ WITH PRICE HUERtCUSg 
on 14 JAMUunr toRR 


1. GRP 


1.1 Confirmation required es to when the fee of USS11.0M 
wu debited to the deposit account of the proceeds of 
ths sale of NBGFC. 

1.2 In reply to his enquiry. Nr. Chapman was Informed 
that GRP did not borrow USS29.0M from us to lnvsst 
in Eurotunnel* 

1.3 Audited balance sheets for 1986 of ths following 
companies to be provided to P.W. : 

(a) Pharaoh Holdings Ltd 

(b) Interbulk Trsnsport Co. 

(c) Sobek International 

1.4 Mr. Chapman insisted on the payment of Interest and 
loan fsea on all loans by ths end of February 1988. 

1.5 The total loans outstanding should slthsr bs brought 
within ths approved limit, or in case EOL remains outstanding 
should bs supportsd by additional securltlss. 

1.6 BOL as at 31*12.1987 was US$39*0fl compared to USS22.0M 
as at 31. 12. 1986 


(a) PW have requested for a complete list of shareholders 
as at 31 December 1987* 

(b) Are there eny agreements amongst ths shareholders 
re: shares to bs held as security for borrowing by 
third parties? 
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: 2 : 


2. COM (contd) 

(c) Valuation of tho aharoa aa at 30 Septeaber 1987 
and 31 Oaeanbor 1987* 

2.1 HESHRIQ HOLDING CO./RULKH Of FUJKIM 

2.1.1 ; COL aa at 31.12.87 uaa US$124. ON coapared to 

US$101. ON aa at 31*12.86 

2.1.2 It waa notad b jr PW that total aaount of US$8. ON 
raealvad In tha loan aeeounta in Cayaan and 
Luxeabourg, doaa not aervlee tha intaraat aeeruad 
during tha year. 

2.2 WSSSS CLIFfOM) AMP ALTWUI 

2/2.1 Payaenta raealvad during 1987 did not aarviea 

tho intaraat aeeruad. Art additional funda expaetad? 


2.3 rer 


2.3.1 BOL to be reduced by and of February 1988. 
2.4 AMI. : 


2.4.1 Sharea under tranafar to be tranaferred to aeeura 
tha loan. 

2.4.2 Naaorandia of Dapoalt of Stoeka and Sharea to ba algnad 
bp tha borroaor. 
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M* ALTMAN ’S TELEPHONE 

(1) SKA has requested for employment of tho 
Ooputy Chlof of Exoeutlvo of Allied Arab 
Bonk In FAB. 

(2) H.B. hod requested for meetings between 
FAB. BCCI ond SKA to bo hold twice o 
yoor. Tho flrot Booting *u scheduled 
for April 1988, ond pootponod to Juno 1988. 
SKA roquooto for thlo mooting (in Juno 
1988) to bo hold in London If nocoooory. 
Could you oporo eouplo of hours for this 
mooting? 

(3) Righto offor woo plonnod for 1989. Tho 
Pod. howovor. hos aokod for an lncrooso 
In capital between USS 19 Million ond USS 
20 Million to lmprovo tho ratio of tangible 
capital to total assets of FAC. (Pad def- 
ines tangible capital as equal to total capi- 
tal leas goodwill). 

Mr Altman suggests that CCAH borrows tho 
above amount either from Its aharoholdor(s) 
or from BCCI or any other company and 
contributes tho funds as captlal to FAC 
• via CCAI. As tho goodwill needs to bo 
. ammortlsed against not income, tho annual 
' Income In retained earning would not bo 
sufficient to lmprovo tho ratio. 


(4) The loan -form BA1I noads to bo refinanced 
as It la proving ox penal vo. Does this 

needs to be discussed with Mr Lamarclio? 
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5 ASK :• CREDIT AND CCMMEECE INTERNET 1 ?NAL CUERBEA S' LTD . 


AUDIT INSTRUCTIONS - YEAR ENDING DECEMBER 21. *982 


1 . Scope of examination : 

We request that your examination be made in accordance with auditing 
standards generally accepted in the United Kingdom and be planned to be 
sufficiently extensive to enable you to report without restriction as to scope 
r. the client prepared Accounting Statements or the company's branches ir. tr.e 
: :untrv, region being examined by yourselves at December 31, 1983 and for the 
ear then ended, subject to the following materiality levels for reporting 
rossible adjustments to the company's audited financial statement captions, 
.ncluding note disclosures thereon: 

a) Asset and liability reclassification US$500,000 

b) Income and expenses reclassification US$250,000 

c) Adjustment to profit after taxation US$100,000 

N'.B. The above materiality levels apply to the classifications used in 

the published accounts and not to individual general ledger headings. 

The suggested form and content of the audit opinion that we should like 
.c receive is set cut in Appendix 1. 


'. General audit approach : 

In order to facilitate completion of the audit, clearance of the fir.an- 
:ial statements in accordance with the client's requirements, and highlight 
potential problem areas at an early date, we request that you perform your 
detailed examination as at September 30, 1983 and for the nine months then 
rded, followed by an update review at December 31, 1983 and for the three 
*cnths then ended. 

The September 30, 1983 examination should be planned to provide you with 
:he necessary assurances on the client's systems, procedures and accounting 
records to enable you to rely upon these as a basis for performing the three 
month update examination to December 31, 1983. 

The scope of your examination covering the period from October 1, 1983 to 
December 31, 1983 should be planned to ensure that significant transactions and 
balances not previously examined are subjected to standard auditing procedures. 


Group information : 

a) Affiliated companies 

Bank of Credit and Commerce International (Overseas) Ltd. is a 
wholly-owned subsidiary of BCC1 Holdings (Luxembourg) S.A. Details of 
affiliated companies by virtue of common ownership and their auditors are 
given in Appendix 2. 

b) Branches 


Appendix 3 sets out details of the company's branches and their 
auditors in various countries throughout the world. 
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ending dscembep : 


In irder *•: -,r ardar di se Group c.-pany financial state* 

me--: vc??t *cc.:\;nt i ns principles and reporting practices 

f*com~*r.ded by the I rternat i or, a 1 Accounting Standards Co* 

-a jcri ty * of which are in. line with United Kingdom Statements 
Accounting Practice. 

The company's financial statements for the year ended De 
*.V°2 are reproduced at Appendix *». Note 2 to these financial s 
gives derails of the significant accounting policies adoptee 
company . 

We also enclose at Appendix 7, pages 5 to 7, various note 
further explain the interpretation and practical application cf the 
Accounting Policies and Practices. 

d) Acc :unt ire s v stems and procedures 


The company's branches operate in accordance with standard! 
Group barkirg and account i r.c systems and procedures which are document 
in the following publications: 

i) Accounting Manual. Volumes I and II 
iO In st ruct i on.s Circulars, issued numerically from *001 
iii) Systems Circulars, issued numerically from *001 
iv) Advances Manual 

vl Manual of Credit Approval Requirements 

vi) Credit Policy of BCC Group 

vii) Foreign Exchange Manual 

viii) Travellers Cheques Operating Procedure Manual 
Branch Refund Procedures Manual 
ix> BCC Money Order Procedures Manual 
x) Expenditure Approval Procedures and Guideline for BCC Group 

e ) Management organisation 

i) Central management : 


The office of Chief Executive vests in a Central Management 
Committee which consists of the Regional General Managers and the 
Execut i ves-in-charge of the Central Support Organisation Divisions 
who are based primarily in London. 

The Central Support Organisation consists of the following 
Divisions: 

Credit; Croup Accounts/Taxation; Audit and Inspection; 
Treasury; International; Personnel; Central Marketing; 
Planning; Systems and Operations; Management Services; 
International Business; Merchant Banking Services; Staff and 
Establishment. — 
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SANK CF CREDIT AND CCMMEF.CE INTERNATIONAL ■ OVERSEAS • LTD . 


AUDIT INSTRUCT! DNS - YEAR ENDING DEC ZM5ER 31. 1-93 


' Cent l nued ) 


i i ) Regional -inacemenr; 


Management of each Region is vested :r. a F 
Comrr.it tee which consists of the Heads of the 
Organisation Departments and selected Senior 
Region, with the Regional General Manager as 
Committee. 


g i o r. a * Management 
Regional Support 
Managers in the 
chairman of the 


The Regional Support Organisation consists of the following 
Departments : 

Credit; Accounts; Inspection: Administration; Operations; 

Personnel; Marketing. 


Internal audit and inspection 


i ) Central Audit and Inspection Division iCAlDi: 


The CAID, a Division of the Central Support Organisation, has 
staff in London, Abu Dhabi and Karachi. The CAID staff are rotated 
and interchanged as necessary to enable worldwide coverage of 
branches, although the staff based in Abu Dhabi and Karachi are 
primarily responsible for their respective regions. Eased upon the 
current level of staff, each branch is scheduled for a visit every 
12 to 18 months but to date not all branches have been covered. The 
internal audit work is designed to cover all areas of operation for 
overall compliance with systems and procedures. 

The CAID audit reports will be reviewed by Price Waterhouse 
in London and you w’ill be advised if anything arising therefrom 
should be brought to your attention. 

i i ) Regional Inspection Department (RID) : 

RID staff are based in Abu Dhabi, Cairo, Hong Kong and 
Karachi and inspect branches within their respective regions on a 
surprise basis several times each year. Their work is designed to 
cover selected areas of operation on each visit for detailed 
compliance with the accounting and procedures manuals, instruction 
circulars and systems circulars. 

g) EDP systems 


At the present time the installation of EDP facilities throughout 
the branches is continuing rapidly and it is management's intention to 
provide the necessary equipment to all locations as soon as possible. 

The most sophisticated facility is the NCR "Falcon System" which is 
utilised primarily in the United Arab Emirates and the United Kingdom. 
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5ANK OF CREDIT AND COMMERCE INTERNATIONAL OVERSEAS ) .71. 


AUDIT INSTRUCTIONS - YEAR ENDING DECEASE?. 31. 1983 


( Continued ) 


A ">!i ni-Fa 1 con System" .has also been developed utilizing NCR 
5250/9020 and 81^0/9010 equipment and is currently running live at 
numerous branches with plans to introduce it to more branches in the 
: uture. 


NCR 299/399 equipment is still used in certain locations and the 
few branches which do not have any of the aforementioned facilities 
continue to use a conventional posting machine or a manual system. 


Audit considerations : 

The following matters should be borne in mind when planning, executing 
•• r. c reporting upon the current year's examination. 

Provisions for doubtful accounts and taxation are made on a company wide 
basis as a year end branch consolidation adjustment. Such provisions are 
allocated to each region or branch as deemied appropriate but are not 
"transferred" from the head office to the branch until the following 
year. The BCC Group policy of retaining the lean loss provision at 
individual locations rather than collectively at head office is 
substantially dependent upon the local tax reliefs which may be availed 
thereon, and also any relative Central Bank regulations. The provision in 
the branch books may therefore fall short of that deemed necessary, but 
such shortfall may well be provided for in the year end ccnso 1 idat ion or 
held at head office. You should therefore request local management to 
ascertain the additional year end provision being made in respect of your 
region or branch, where such is considered necessary. We will confirm, if 
required, any provisions relating to your location which are held at head 
off ice . 

) Certain selected branches (mainly Grand Cayman, Far.ama and Paris) grant 

loans to established international customers of the company and in such 
circumstances loan files will not be available locally as they are 
maintained by the Credit Division of the Central Support Organisation. We 
are to be supplied with details of such loans and the locations involved 
as at September 30 so that we can notify branch auditors and undertake a 
company wide credit review, including confirmation if possible. If you do 
not receive such a communication from us before becoming aware of such 
loans yourselves, we should be notified immediately. 

? Customer deposits and loans at certain selected branches (mainly Grand 

Cayman, Panama and Faris) require the following categorisation for the 
purposes of balance conf irmation:- 

i) Confidential: 

Accounts where confirmation of balance is strictly prohibited by 
virtue of the customer's identity or domicile. The company has 
instituted special systems and procedures for handling such 

accounts and this should enable the auditor to conclude on these 
accounts by the application of satisfactory alternative audit 
procedures. 
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SANK OF CREDIT AND CCMMEPCE "\*TZ RNA7I INAL 


AUDIT INSTRUCTIONS - YEAR ENDIN'! lECEMBER 21. 1 Q ?3 


■Continued > 


li) Sensitive: 

Accounts where, for various reasons, independent mailing c: balance 
confirmations is resisted by management but. where they can obtain 
audit confirmation letters by personal contact with cr.e customer. 
Before accepting such letters as audit confirmations the auditor 
should satisfy himself that valid reasons exist for this procedure 
in relation to the particular customer involved and that the 
customer's signature can be verified. 

iii) Open: 

Accounts where no restrictions are placea upon independent balance 
confirmation. 

The Central Management Committee have requested that, in respect of 
locations where confidential or sensitive accounts do exist, a senior 
member of the audit staff discusses such accounts with the Regional 
General Manager and/or Branch Manager before undertaking any audit work 
relating thereto. We also request that you notify us immediately of any 
such accounts and advise us of the number of customers and amounts 
involved. 

d) There is an established procedure, which is approved by Central Manage- 
ment, whereby branch and affiliate balances should be confirmed by the 
auditors of such entity wherever possible rather than by the entity 
itself. 

e) The Group auditors and ourselves wish to obtain information on 
significant balances and you are therefore requested to supply us with 
the name of any borrower (including related groups of borrowers) who have 
been granted facilities in excess of l'S$2 million or local equivalent, 
together with the amount utilised at December 31, 1983. 

In order to summarise this information and report to the Group auditors 
in accordance with their timetable we request that it reach us in Grand 
Cayman on or before January 24, 1984. 

f) Every effort should be made to issue a comprehensive management letter 
following completion of your audit. A management letter is the report to 
a client setting out matters which have come to the attention of the 
auditor during the course of his work and which are sufficiently 
important in nature to warrant being formally drawn to the attention of 
management. The preparation of such a letter is a common practice for 
auditors and is a natural by-product of the normal audit work. 

The letter will commonly refer to factors affecting the strength of the 
system of internal control as well as other matters of which manager ent 
should be aware in safeguarding each entities' assets and securing as far 
as possible the accuracy and reliability of the Group's records. 
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SANK CF CREDIT AND COMMERCE INTERNATIONAL I VERS LAS *■ -TO. 


AUDIT INSTRUCTIONS - YEAR ENDING DECEMBER 31. I °83 
< Continued ) 


Such letters should be discussed ir. :ra:t with responsible local 
officials to obtain their agreement to all ratters of fact state c therein 
and to enable the final version to incorporate, where appropriate, ranage- 
nent's comments. 

We would stress the importance of submission of such letters since they 
provide an important medium of communication with the client and are 
regarded by Central Management as an aid to their supervision cf the 
accounting and control systems. In this connection you are asked to send 
two copies of such letters to Mr. M. Rahman, General Manager, Central 
Accounts Division in London. 


Reporting requirements of PW. Grand Cayman: 


We request that you report to us as set out below. 

At September 30, 1983 (interim examination): 

We do not require a formal opinion on the September 30, 1983 Accounting 
Statements. However, in order to highlight any immediate or potential 
problem areas, we shall be grateful if you will send us a report to 
include and cover the following: 

i) A completed audit information report as attached in appendix 5. You 
will note that we are enclosing two copies of appendix 5 and 
related appendices for ease of completion following your interim 
and year end audits. 

ii) Details of any facts or events which lead you to believe that you 
will not be able to give us an opinion in the form requested. 

iii) A copy of the management letter on internal accounting controls or 
other matters which you have issued to management (see paragraph 
4(f) of these instructions). 

iv) Confirmation that you will be able to provide the information 
requested in paragraph 5(B) below in accordance with the year end 
time table. 

At December 31, 1983 (year end examination): 

To enable us to meet our commitments to management and to the Group 
auditors it is essential that the procedure for year end clearance to be 
followed in accordance with the audit time table set out in appendix 6. 

We request that you provide us with the following: 

i) A copy of the Accounting Statements initialled by yourselves for 
identification purposes. Please note that this should be forwarded^ 
to PW London by Courier as soon as possible. ^ 
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AUDIT INSTRUCTIONS - NEAP. ENDING DEGEygER II. : -83 


' Continued ) 


: .i) ~r?vl s lona 1 and final telex clearances t-getr.er with details c: any 
audit adjustments in accordance with the time taoie. .-lease note 
that audit adjustments are reported on iy when their cumulative 
affect exceeds the materiality levels reierred to in paragrspr. 1 : f 
these instructions. 

ni. Completed audit inf orrr.a t i on report as sec rut in appendix 5 us me 
the enclosed copy. 

iv) Details of significant balances :n acccrcance with paragraph <-(e) 
of these instructions. 

v) A copy of the management letter on internal accounting controls, or 
other matters which you have issued to management 'see paragraph 
-(f) of these instructions). 

If you encounter any problem or known delay in communicating with Grand 
Caym.an by whatever means, please s^end your communication directly to Mr. 
R.W. White in London marked "For onward transmission to Grand Cayman". 
Mr. White will then forward your communication to Grand Cayman or hold it 
for collection, as deemed appropriate. Alternatively, you can ask the 
local branch manager to contact us either directly or via Head Office in 
Grand Cayman. 


Administration: 


a ) Timetable 


We are required to give clearance to the Group auditors on the 
company's accounts for the purposes of consolidation and have our files 
available for review in London on February *», 19S*». Management also 
require that we give final clearance and our opinion on the company's 
financial statements by February 15, 198**. In order for us to meet these 
deadlines, and allow us to liaise with the Group auditors, we must 
request you to strictly adhere to the timetable set out in Appendix t>. 
The timing is not materially different from last year. 

The Central Accounts Division of the Central Support Organisation 
issues instructions by circular to all branches and regional offices 
regarding the annual closing procedures to be followed. Ve suggest that 
you familiarise yourselves with these instructions at the start of your 
audit work. Copies should be available to you at each location. 

b) Audit fees 

Audit fees are to be agreed and billed locally but are subject to 
final approval by the Executive-in-Charge of the Group Accounts Division 
in London who is anxious to ensure that all reasonable economies are made 
in the conduct of the audit in order to contain the overall level of fees 
charged. 
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3 ASK 


and ccmme?.: 




AUDIT INSTRUCTIONS - YEAR ENDING Z ECEM5E? 31. 1-83 


Cone 


ec i 


; ) Price Waterhouse persrr.rel 


The Price Waterhouse personnel involved in the audit in Grant 
Cayman are Richard W. Harris 'partner; and Richard D. Fear manager;. 

In 'order to facilitate closer communication with certain members of 
the Central Support Organisation in London, Mr. Ron White of Price 
W'aterhouse, London acts as a liason partner. In order for him to fulfill 
his role, and monitor the progress of the audit, it is imperative that a 
copy of all correspondence, reports and telexes etc. is sent to him in 
London at the time the original is sent to Grand Cayman. 

Addresses and telex numbers of the Grand Cayman and London offices 

are : 


Price Waterhouse. 

P.0. Box 258, 

Grand Cayman, 

B.W.I. 

Telex CP4329 (PWCO Cl) 

Price Waterhouse, 

Southwark Towers, 

32 London Bridge Street, 

London SE1 9SY, 

England. 

Telex 88^657 (PR1WAT G) 

Please feel free to contact any of the above personnel if you have 
any queries regarding these instructions or encounter any problems during 
the course of your audit. 
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Helms had role 
in takeover bid ' . 

By Pitar Hantka 

STAFF WRITER 

A former head of the CIA aid- 
ed in an abortive attempt to take 
over Washington's largest bank 
on behalf or the notorious Hank , 
of Credit and. Commerce Inter- 
national, according to court rec- 
ords obtained by The Atlanta., 
Journal-Institution. > - 
> The 1978 attempt was de- 
railed, in part, by the Iranian* 
Revolution. 

But, over the next four years, 
BCQ executives used a slightly 
different cast of characters to 
take secret control of what is now 
the; Firsts American Bank in 
Washington — eventually trig- 
gering an international banking 
' scandal that rocked the financial 
foundations of a dozen countries. 

> The first attempt was guided 
by Richard Helms, former direc- 
tor of the CIA, court records filed 
in Gwinnett County show. 

With Mr. Helms’s help, Irani- 
; an- millionaire Rahim Irvani 
| served as chairman of an off- 
shore company created in 1978 
to conceal BCCTs role , in the 
takeover of the Washington 
bank Mr. Irvani has extensive 
interests in Georgia. 

U.S. Senate investigators are 
examining the dealings between 
the two men and said they raise 
farther questions about the CIA’s 
knowledge of BCCI’s evolution! 
into a criminal organization. 

Last year, BCCI was exposed 
.as a criminal enterprise, its chief 
executives were indicted and 
many of its branches were shut 
around the world. 

. The bank had courted depos- 
its from Colombia’s ' Medellin 
drug cartel and handled ac- 
counts of former Panamanian 
dictator Manuel Noriega and in- 
ternational terrorist Abu Nidal. 

Please see BCCI, A2 1 ► 


BCCI: Case reveals former CIA chiefs ties to bank 
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Tuesday. February 18, ; 1992 A5 


Ex-CIA chief Helms 
denies helping BCCI 


Former CIA director Rich- did not respond after copies of 

ard Helms denied a report in the documents referred to in 

Saturday’s editions of The At- the report were transmitted to • 
lanta Journal-Constitution that his home. ; • 

he aided a failed 1978 attempt In the telex sdnt to Mr. Ir- ;* 
to take over a Washington bank vani on Oct. 20, 1978, Mr. > 
on behalf of the corrupt Bank of Helms proposed legal language 

Credit and Commerce Interna- to protect Mr. Irvani from lia- 
tional. bility after surrendering power *£ 

The report was based on of attorney “with respect to the [t 

subpoenaed documents ob- transaction involving Financial 
tained from public files in a General Bankshares of Wash- ;»;• 
Gwinnett County civil suit, ington.” £ 

They show that Mr. Helms sent In 1978, Mr. Irvani was 
a telex related to the takeover chairman of an offshore com- 

bid. pany preparing to buy Finan->- 

“I never heard of BCCI until cial General, now known as' 

the recent scandal,” Mr. Helms First American. Regulators 
told Reuter news service. blocked the bid. ; ♦ 

He also denied any role in . Mr. Irvani’s son, Bahman,.v 
helping Iranian businessman - Irvani, told the newspaper last '' 
Rahim Irvani try to take over week that his father lent his , 
the Washington bank. Speaking name to the 1978 takeover bidjtj 
to Reuter by phone from his at the request of BCCI founder* * 
Washington home Sunday, he Agha Hasan Abedi. 
called the report “totally un- BCCI later used the same'** 
true . . . absolute nonsense.” offshore company — without' >* 
Mr. Helms, CIA director Mr. Irvani — to win control of 

from 1966 to 1972 and ambas- Financial 'General by secretly 

sador to Iran from 1973 to 1977, lending the money used for the *• •« j 

declined to comment on the re- purchase. BCCI had been*’ • j 

port before it was published. barred from U.S. banking be- 
Efforts to reach him Mon- fore either bid. It has pleaded'!* , 

day at his office and his home guilty to takeover fraud. | 


By Peter Ms 

STAFF WRITER 



were unsuccessful. A woman 
who answered his home phone 
said he was not available. He 
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ITT 10 20 1058* 

440242 SAFR UI551 £4680+ 
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GA 

440 242 SAFR UI 

T ELEX Mti- 22? 10/2C/78 

ATTdTI ON S KR. IRVANI | 

1 . ROY CARLSON ASKED ON OCTOBER 19 THAT I HAVE Wl INDEPENDENT 

ATTORNEY REVIEW THE SEVEN JHiCUMENTS HE SENT .'IE LY TELEX- HR- 
RICHARD MULLENS, WHOM YOU. MET IN WASHINGTON, REVISE THE DOCUMENTS 
CAREFULLY AND STATES THAT. IN SIGNfNG THEM YOU ARE NOT RUNNING 
UNDUE RISKS- HE FURTHER $TATED THAT THERE IS NOTHING UNUSUAL IN 
THE DOCUMENTS- ‘ 1 

2. CARLSON ALSO TOLD ME THAT YOU WANTED A DRAFT OF A SIMPLE 
AGREEMENT WHICH WOULD HOLD YOU HARMLESS IN THESE ARRANGEMENTS - 
THE TEXT OF THIS AGREEMENT IS AS FOLLOWS: 


LETTER AGREEMENT 


TO: MR- RAHIM IRVANI 

KELLI INDUSTRIAL GROUP 
P-0- LOX £690 
TQiRAN, IRAN 

I 

FOR VALUS RECEIVED, THE UNDERSIGNED JOINTLY AND SEVERALLY AGREE TO 
* INDEMNIFY YOU FROM ANY AND ALL LIABILITY, LOSS, -OR DAMAGE, INCLUDING 
REASONABLE ATTORNEYS’ FEES, ARISING OUT OF OR CAUSED BY YOUR GRANT- 
ING, AS SHAREHOLDER OR A DIRECTOR^ '"tC: POWER.' OF .ATTORNEY TO ANT 
PARTNER OF CLIFFORD, GLASS, \MC ILVAIN AND FINNEY, A WASHINGTON, 

D. C. LAV FIRM, TO ACT IN YOUR NAME VI TK RESPECT TO THE TRANSACTION 
INVOLVING FINANCIAL GENERAL 3ANKSHARSS OF WASHINGTON, D. C- 

DATS: 

C SI GKATUP.E LINE) 

WITH WARMEST REGARDS , 

HELMS 

• 

24880 MTLIEX G 
440 242 SAFR UI • 

1102EDT 003*85 
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LCONAAO l_ tILVCMSTCIN 
AICHAAO A. MULLCNS 
OCAaLO M. SMCAMAN 

aaOL r. schmio 

WILMA C.VAN OCMAN (lAAO'IATAl 
CHAALCS W. SCMOCMCMAN 
AATHUA H. SCHHCiaCA 

ao scat t. rAta 

JCAAY J. MCCOY 
AOCL1CAT u SUWALSAY. JA. 

9 T VIA AT M. LCWIS 
SAMUEL M. a LACK 
AO HALO O. ABAAMSOM 
LVNM K.ACAALC 

ocaoMAM m. accas 


LAW OFFICES 

SlLVERSTEtN AND MULLENS 
1776 K STREET NORTHWEST 
WASHINGTON. D. C. 20006 

<ao»> «u-»oo 
CAAIC “aiLMMl." 

TwuYio aat ooia 
yclccomca: uo at *«•»•«• 


JAMCS A. VOMC8 
CBWAAO V. MCAAIOAM 

cewnacv. 


wAirca'a oiaccy oiav mumaca 

(202) 452-7930 


July 28, 1977 


Mr . Rahim Irvani 
Industrial Development and 
Service Company, Ltd. 

P.0. Box 2942 
Tehran , Iran 

Re: Safeer Company 

Dear Mr . Irvani : 

After receiving your telex of July 21, 1977, we 
prepared a draft Certificate of Incorporation of Safeer 
Company. A copy is enclosed. In addition, I am also en- 
closing a draft of proposed by-laws. Both the certificate 
and the by-laws have been discussed with Ambassador Helms. 
He has asked that we call to your attention the following 
points about which you may have some suggestions. 

1. We propose that the corporation adopt a 
fiscal year ending September 30 and set* January 15 as the 
stockholders' meeting date. Actually, the corporation is 
free to adopt a fiscal year ending with any month. Cnee 
a fiscal year is adopted, it cannot be changed without 
securing permission of the Internal Revenue Service. Sep- 
tember 30 is suggested because that would give time to 
prepare annual reports and tax returns prior to the usual 
rush which occurs subsequent to December 31. 

3. The incorporators listed on page 2 of the 
Certificate of Incorporation would be unrelated persons 
selected by the Corporation Trust Company, a professional 
organization which is in the business of acting as the 
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5ILVHFL5TEIN AND MULLENS 

Mr. Rahim Irvani 
July 28, 1977 
Page Two 


registered agent for a Delaware corporation. The incor- 
porators' only function after signing the Certificate of 
Incorporation is to elect the initial board of directors. 
Thereafter control of the corporation is in the hands of 
the stockholders and the directors. 


3. The following persons are suggested for the 
initial board of directors: 

R. P. M. Carlson 
Dr. Hamid Montakhab 
Richard Helms 
Cynthia R. Helms 

Dennis J. Helms (He is a lawyer and Ambassa- 
dor Helms' son.) 


We advised having at least a five-person board. Ambassador 
Helms was reluctant to name three persons but did so at our 
suggestion. He would be happy to consider any additional 
persons you may desire. 


4. As we noted in our first telex, we recommend 
that the initial capital of the company be $1,000, split 
80 shares to you and 20 shares to Ambassador Helms. As 
soon as the initial capital of $1,000 is paid in for the 
stock, the company may commence business. Thereafter you 
may make contributions to capital in whatever amounts are 
deemed necessary to provide the corporation with adequate 
funds. Under those circumstances, the stock ownership 
will not change. Is this satisfactory with you? In what 
^name would you like your stock registered? 

5. As soon as the corporation is organized, it 
is contemplated that the following officers would be 
elected by the board of directors: 

President - Richard Helms 

Vice President - R. P. M. Carlson 

Secretary - Cynthia R. Helms 

Treasurer - Pichard Helms 


fO ^ L^tvv^>C(r 


Ur-, 


r- 
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SILVERSTEIN AND MULLENS 


Mr. Rahim Irvani 
July 28, 1977 
Page Three 


If you have any questions or suggestions, perhaps 
you can contact us by telex. If you approve, please let us 
know by telex. Once final approval is given, it will only 
take a day or so to form the corporation. 

Very truly yours, 

SILVERSTEIN AND MULLENS 



Richard A. Mullens 


RAM: jll 
Enclosures 

cc: Mr. R. P. M. Carlson . 

Ambassador Richard Helms ^ 
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FIRST ANNUAL MEETING 
SAFEER COMPANY 
November 24, 1978 
MINUTES 


PLAINTIFFS 
i/7 EXHIBIT / 

I CArlSon-/*/ 


The First Annual Meeting of the Board of Directors 
of Safeer Company was convened by Richard Helms, President, 
at 3:00 p.m. on November 24th in the conference room on the 
4th floor of 1627 K Street, Northwest, Washington, D. C. In 
addition to the Chairman , there were presenters. Cynthia 
Helms, Secretary, as well as Dr. Hamid Mohtakhab and Mr. 
Dennis Helms. Mr. R. P. M. Carlson, Vice President, was ab- 
sent but had instructed the president to represent the 
interests of Northwest Investment as well as his own. 

The meeting was opened with an examination of the 
Financial Statement for fiscal year 1977-1978. No questions 
were raised about the details of the Statement, and it was 
approved by the Board without dissent. 

As the next item on the agenda, the president 
set forth the activities of the Company during the past 
fiscal year. He covered efforts to buy the 1627 K Street 
building and advised the Board that Mr. Irvani's several 
offers to purchase had been declined by Mr. John Akridge, 
owner of the building. The president then discussed the 
various consulting agreements which the Company has made 
during the past year with Bechtel, Hughes Aircraft, and 
Itek. He enumerated the individual cases where companies 
had paid consulting fees for a one-time meeting and/or 
other ad hoc arrangements. 

The third agenda item, "Prospects for the Future", 
was considered next. The president mentioned particularly 
the on-going effort to set up a joint venture between 
Western Electric Company and Alvand Investment in Tehran. 

He pointed out that details were in the process of negotia- 
tions and that if all goes well, an agreement should be 
finalized before the end of calendar year 1978. The presi- 
dent mentioned two other companies. Combustion Engineering 
and McDonnell Douglas, where possibilities of joint ventures 
also exist although detailed negotiations have not yet taken 
place. 
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First Annual Meeting, Safeer Company, Minutes - 2 - 


Following discussion of these items as well as 
remarks by Dr. Montakhab about the current political and 
business situation in Iran, the meeting was adjourned, 
sine die, subject to the call of the Chairman. 



Secretary 
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4649 Garfield Street 
Washington, D.C., 20007 
August 12, 1977. 


Dear Roy, 


I am directing this letter to you since we will be - 
wording together in Safeer Company, but I do want you to share . 
it with Rahim so that he keeps as well advised as. you do. 

In my last telephone talk with Rahim he said that 
you and he (Mrs. Irvani and Bahman as well) would be in 
Washington September 9 and 10, then we would all go to 
California for the Stanford Research Institute xzttoncx seminar 
on September 11, remaining until the 14th. Are these dates still 
firm? If so, Mrs. Helms and I would like to have the entire 
party dine with us on the evening of September 9. Would you 
please extend the invitation? 

txxtxSs a dage Would you please give me some idea of 
what Rahim plans for his visit to Washington. Is he Interested 
in looking at office buildings? I have done nothing on that 
matter since I have been so Involved trying to get my office 
located, etc.. Incidentally, I have bee n hel ped on that by 
an energetic young m an who work s in the imtig commercial 
leasing department of Cgaaries El SmTtff Co^ , the largest commercial 
real estate operator in the Washington Area. Barnes, Miller, 

& Pardoe gave advice but not much constructive help. In any event 
the young man mfcnfcnK arranged for me to get space in a building 
not owned by his company. In short he was accommodating and 
obviously knows his way around Washington real estate. He might 
provide another arrowjrf to our bow if we need one. Finally, 

I am not up to date on whether Tahim has made any forward progress 
in finding what he wants since we discussed the matter in Tehran durl 
early June. 


£ expect that Safeer Company will get 3et up 
almost any day now. Then I will sign a lease, I am already 
working on office furniture and decoration. I have spoken to 
a good CPA to help me on accounts and taxes when the time comes. 

Last Sunday I got some information on the new . 
cabinet appointments from Ardeshlr Zahedi, so I immediately 
wrote letters to the four whom I thought would be most helpful 
to our cause in the future: Amouzegar, Hoveyda, Amin, and 
Yeganeh. If there is anyone else who might be includedfbs a 
letter of congratulation, please let me know. 


Cynthia Joins in best wishes to Marge and you 
and to Mr. and Mrs. Irvani. 

H000014 
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November 2S, 1988 


Mr. Rahim M. Irvanl 
P. 01 Box 214 
London, NW3 7D3 

Dear Mr. Irvanl: 

I have forwarded your letters to President Elect 
Bush and to Mr. James Baker. 

I underst and that All and Mr. (Tlrrv Eakln. my 
stgp-riflnyhfgT’« husband.* ) have had meetlEgsT together ana 
are now In touch with ^afeh oche r- M «« I was able recently 
to vouch for- All with fttr. Paul Nitre \w ho owns a large Mary- 
land country property adjacent to an area In which I under- 
stand All has a possible interest. 

I much enjoyed our luncheon together. Incidentally, 
I have never heard from Roy Carlson since. 

With warm regards, 

Cordially, 



273 


P.O. Bex 214 
London. NWS 7DH 


November 16th, 1988 


The Hon. Richard Helms 
Safeer Company 
Suite 402 
1627 K-Street NW 
Washington DC 20006 



Dear Ambassador Helms, 

A year ago you were kind enough to hand, 
on my behalf, a letter to Vice President Bush, at 
the start x>f the Presidential election campaign. 

I received a very gracious reply from him a few 
months later. 

Now there has been a successful conclusion • 
I f.elt I should offer the President-Elect my 
congratulations, and also to Mr. James Baker. Once 
again I am enclosing letters which I would very much 
appreciate you handing to them when the opportunity 
occurs. 

With be-st personal' regards , and to Cynthia. 



H 0 0 0 0 3 2 
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P.O. Bex 314 
London. NWS 7DH 


7th February 1989 


The Honourable 
Ambassador Richard Helms 
Safeer Company 
Suite 402 

1627 "K" Street NW 
Washington DC 20006 
U. S. A. 


Dear Ambassador Helms, 

I have only recently returned from an 
extended visit to the Middle East to find your 
kind letter of 28th November 1988. T am mrnt 
erateful that vou found ti my to forward mv 
letters to President Bushand Mr. Baker . T have 
in deed receive d a very courteous reniv from the 
President's Office . 

Many thanks also for your kind advice 
toAii, who is thoroughly enjoying the atmosphere 
4na challenges of life in Washington. 

With very best regards to you and to 

your lady, 


Sincerely, 


M 

RAHIM M. IRVANI 




H000030 
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G ^NJT E INDUSTRIAL DEVELOPMENT & SERVICES CORPORATION 


Tatophon. (404) 945-1931 
Tatex 543060 GRATL 


4878 Manhattan Drive * 
- Greater Atlanta 


Buford, Georgia 30518 


March 21, 1984 


Rt. Honourable 
Ambassador Richard Helms 
Safeer Company 
1627 "K" Street, N. W. 

Suite 402 

Washington, DC 20006 
Dear Ambassador Helms: 

As we discussed in our most recent telephone conver- 
sation, I have "just returned from a business trip to Cairo, 

Egypt where Z researched the investment possibilities relating 
to several projects. 

The foodstuff market offers a great potential for 
trading company activity. More possibly than any other 
single segment of the market. 

Our associate in Cairo, Mr. Gregory Bichara is very 
much interested in representing the following companies: 

1. EMC Corporation, particularly the food machinery 
group of 200 E. Randolph, Chicago, Illinois. 

2. The Beatrice Food Company, 2 North LaSalle St., 
Chicago, Illinois and its related food product 
divisions • 

3. Consolidated Foods Corporation, 3 First National 
Plaza, Chicago* Illinois. 

In addition, Mr. Bichara and his group is currently 
involved in government tenders for grains (corn and wheat) • 

Any help you might give in obtaining the appropriate contacts 
for the three listed companies, and advising how we might 
secure the most competitive offers for com and wheat, would 
be most appreciated. 

On a whole new subject "date packing plant": We also 

discussed the inquiry we have received for a complete turnkey 
x date packing plant. DelMonte seems to be the leader in machinery 
'v and equipment for this product and we would be most appreciative. 
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.Ambassador Richard Helms 
•' March' 21, 1984 
Page 2 


again, for a hand up. in making the appropriate contact. 

You know that I am forever grateful and sincerely 
appreciative of your kind guidance and support. 



RMI:gwd 
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Latin America Sc Caribbean Regional Office 

i»o amcKELi avenue, ism aoo*. mam. flomoa shei-sne u $ a 


^ 5/15/89 CRT/4661 


rM0M: Shabbar Javaid ^ Mr. C.A. Mirza 

Legal Dept. 
BCCI London 

subject: Mr. Bab a man Irani 

It Qraftan .llA-grtcmwav gardens 

Landau ExSL 2 

2 * Land at Rear of S Oakhill Avanua 

84 HYllw gtrt Frankfurt Main Bart fimam 


We refer to your letter CAH/LD/DE/28(c)‘ CRT/4362 dated April 
19, 1989 and subsequent letter sent to us thru fax 
transmission on April 21, 1989 and request you to please let 
us know if the legal formalities for creation of mortgages 
over mentioned properties in favour of BCCI Nassau, Bahamas 
have been completed* 


your early response in the 
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GRANITE INDJ^jffML DEVELOPMENT & SERVICES CORPORATION 

Telephone (404) 945-1931 4878 Manhattan Drive 

Telex 543060 GR ATL Greater Atlanta 

j Buford, Georgia 30518 

May 1, 1989 


PRIVATE AND CONFIDENTIAL 


Mr. B. A. Palkhiwala 
General Manager USA 

Bank of Credit and Commerce International 
320 Park Avenue 
New York, NY 10022 

Dear Mr. Palkhiwala: 

It was a pleasure to meet you, Mr. Bartsch and Mr. Raheem in your 
offices to discuss a potential financing of a corporation that we are 
planning to acquire. For your reference and consideration, I give below an 
overview of the transaction as a first step in your evaluation of the bank's 
interest. 

1. Background : We have been clients of BCCI group since the mid 70' s 

and are well known to the senior management in London. Our 
activity in the U.S. real estate market has expanded since 1985, 
although we have held passive property investments in the U.S. since 
1976. With the development of our business based on sophisticated 
commercial and tax structures in the U.S., BCCI New York has been 
recommended to us as the appropriate channel through which to 
discuss our specific requirements. 

2. T he transaction : Longacre S.A. is planning to acquire 100 % stock of 

AR De Realty N.V., a Netherland Antilles Corporation, which owns a 
major New York office building. The ultimate source of funds for the 
acquisition of the shares of AR De will be the proceeds of a 
Participating Debt of US$175,000,000 that Morgan Stanley Realty will 
place on the building owned by AR De. This loan is based on a value 
placed by Morgan Stanley on the building, described below, in excess 
of $200,000,000 and the proceeds will be used to pay off the first 
mortgage of $85,000,000 presently on the building with a 9% fixed 
interest. 

Interim funding of $60 million for stock acquisition is needed during 
the time required by Morgan Stanley to put the Debt financing in 
place, say approximately six months. 

3. 1 he Building : The building is located on 150 E. 58th Street in the 

Plaza District of New York's Manhattan and is the primary showroom 
building for the Contract Furniture trade in New York. The building f 




Mr. B. A. Palkhiwala 
BCCI, New York 
Page Two 


is 550,000 sq. ft. of which approximately 50% are offices and the 
balance is showrooms. The Net Operating Income of the property is 
forecasted by Morgan Stanley to be at $12. 5M in 1989. The building is 
presently at a 90% occupancy level, and its Lobby and common areas 
have recently been totally renovated. The building is in excellent 
physical condition. 

4. Interim Amount & Terms : Longacre S.A. requires $60,000,000 to acquire 

the shares of AR De Realty for a period of six months with provision 
for one six-month extension, if necessary to be funded by June 15, 
1989. 

5. Collateral : First charge and control on the stock of AR De Realty N.V. 

being acquired. 

6. Additional Support 

a) Guarantees of Bahman & Ali Irvani with a net worth in excess of 
$40,000,000 will be provided. This net worth calculation excludes any 
expected gains from the AR De contract. 

b) AR De Realty N.V. (The owner of the Building) will also guarantee 
the advance fully on a recourse basis and will additionally: 

(i) Undertake not to encumber the property in the future while 
the BCCI loan is outstanding. 

(1i) Will undertake to allow the Bank to execute or register a 
charge on the property at the Bank's option in case of any delay or 
change in any circumstances as adjudged by BCCI 

c) AR De and Longacre S.A. will place $12,000,000 of deposits with 
the Bank, such deposit remaining with BCCI until repayment of the 
above bridging loan and subject throughout to bankers lien. 

7. Sources of Repayment : The following two primary sources exist: 

(a) Proceeds from the refinancing of the property through Morgan 
Stanley for $175,000,000. 

or: 

(b) Proceeds from the sale of the building around the appraised value 
of approximately $220,000,000. 



Mr. B. A. Palkiwala 
BCCI , New York 
Page Three 


8. Principals : Eastbild Inc. and Bahman & Ali Irvani have identified and 

successfully completed four Real Estate transactions of a similar 
nature in Washington, D.C. and presently hold in excess of 250,000 sq. 
feet of prime office buildings in Washington valued in excess of 
$70,000,000. 

Three of the four transactions were financed by Morgan Stanley with 
whom an excellent relationship exists. Through the use of established 
professional organizations and Eastbild as the owner's representative, 
Longacre plans to proceed with its plans to operate the Building 
successfully once a Participating Debt is placed. 

9. Appraisal : James Felt & Company, the reputable New York appraisal firm 

and part of the Grubb & Ellis Group, is in the process of completing 
an appraisal of the property, expected to show a market value at the 
present time in excess of $200M. 

10. Purchase and Operations Strategy ; The corporation being acquired, AR 
De Realty, is a Netherland Antilles Corporation which was formed to 
run its one asset which is the building in question. Negotiations 
with AR De Realty to purchase the building centered on a purchase 
price range of $210,000,000 of which 30% or $63,000,000 would 
represent U.S. capital gains taxes. 

As a matter of our group strategy, that allows for overseas tax 
advantages, the purchase of the shares of this one asset company will 
be accomplished at $145,000,000 Instead of actual asset purchase for 
$210,000,000. The strategy allows the buyer to pay the seller the net 
amount they would have received had they sold the building directly, 
i.e., $147,000,000 ($210,000,000 sale price less $63,000,000 capital 
gains taxes). Under U.S. tax laws, gains in the sale of shares of a 
foreign corporation registered In the Netherland Antilles is not 
subject to U.S. taxes. The final negotiated current settlement for 
acquisition of the shares was $145,000,000. 

The deferred tax carried forward is payable only at the time of the 
actual sale of the property out of the foreign-owned corporation. The 
Bank being a creditor will have priority in the repayment of its 
advances and can therefore view this deferral as an equivalent of the 
buyers equity in the corporation/building. 

Purchase of assets though application of this sophisticated strategy 
is the hallmark of our group operations. In executing this strategy 
our group deals only with the most reputable U.S. names in Morgan 
Stanley, Peat Marwick and Mitchell, Chadbourne & Parke, etc. All our 
real estate transactions In the U.S. have been executed by this tried 
and tested method with the full support of prime banks. 



Mr. B. A. Palkiwala 
BCCI, New York 
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In view of our close relationships with BCCI senior management In the 
U.K. anH Mr. ap proval on th eir behalf, we will be happy to channel 

this transaction through” BCCI , New York. If successfully concluded, we 
could be In a position to offer future transactions, keeping In mind that 
our present strategy of acquisition and ultimately financing them through 
participating long term debts will continuously require short term interim 
financing. 

We look forward to working with you and we will be pleased to provide 
further information as required. 


Sincerely, 


(W 


Bahman M. Irvani 


BMI :mk 
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ISLAND CREEK COAL COMPANY 

a3SS HAMOOIIUN4 NOAO 
LEXINGTON. KENTUCKY 40904 

PMONt IO«/|7«IIM 


ALBERT OORC 

CHAIRMAN OP THE SOARO 


April 18, 1983 


Honorable Richard Helms 
Safeer Company 
Suite 402 

1627 K Street*, N.W. 

Washington, D.C. 20006 
% 

Dear Dick: 

It was a pleasant surprise to receive the 
telephone call from you. Hope we can meet soon. 

Here are copies of correspondence, etc. 

I hope things are going well with you and 


yours. 



AG: Is 

Attachments 
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Following firms given as rice dealers 
by Sen. Bumpers' office (Asst. Gary 
Faulkner), on 1/14/83. This was in 
response to Mr. Helm's request on 
behalf of Mr. Irvani. 


1. Mr. Richard Bell (Dick) 
President 

Riceland Foods 
Stuttgart, Arkansas 
Telephone: 501 673 5500 

2. Mr. Ron Bailey 
President 

Producers Rice Mill 
Stuttgart, Arkansas 
Telephone: 501 673 4444 


H 000095 
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amsxpakce ton 

Vk7 Si V0TYK3Z1 ft, 1990 
YXKS: 10*30 A.X. 

ATTIDZIO: XOI C AtlSOir 

Hr* Carl*©* introduced hiaeelf »a« tkt&)rid bi for ihi 
oyponmtf to soil and oto so B8 behalf Of fttfelAfi 
Xrvaal* Carlaoa sold that bo bad spoken to Sr. Xohamaed 
Aala» about a month or ala weeks ace bat that following 
eouTerect lone between hobnsn Xrvaal aod Knox Bobbins of 
loot week, Sahmaa Irtiti u» oooooraod to aako oontaot 
vltb BSC2 la ardor tbat mo misundarstaiidlaga orloo* 

2 amid that I was aware of tbo conversation tbat bad 
tckom Plato between Sabaan 2m&i and Knox Bobbins* X 
told Carlton tbat la my riot Knox bobbins bed sated 
perfectly correct ly and in a way tbat raflaetad tbt view 
of see toward tba sltnatloa* X osggested tbat It would 
ba to tba ad v amt age of all aldaa If tblfifa vara aoan to 
bo dtalt with properly between Attormeys* Ybla wat 
particularly oo v X said, In tbt olrcunot cnees where it 
•as umdsrotood the German Judgaeat Creditors, G A H 
Kontage, would allege eollnslon or ooaeplraey between 
3CCT and the Xrrant Bofendsnte* 

X sold tbat before proceeding further with the 
dloeuoaloa 2 wished to fully understand tbs cepeelty in 
•blob Carlson bad cose to at# me and* la particular, on 
•boro behalf be was speaking* Carlson suggested that in 
order to properly answer that question he should explain 
to me bit own background* 

Carlson said test bo bad base an executive with Bank of 
Aatrlea la 1972. la thalr Kiddle Bast saotloa. As such 
be bad baea involved with Kr* Agba Kaoaa Abadl at tba 
tine of the foraatlon of 3CCT in tba Kiddle Xaet • Kt 
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■Hi tkit h* uUVUitd that ralat leaablj* tbro«*fe to »4 
Including Ut tine tbvfi SCC X VII Incorporated in 
taaeabou rg* 

Carlton raid that It at cheat tbit tint that 4|ba Hasan 
Abell Intro da tod hr* Xrraai tc him la eenmtetlea with 
work required la Xraa rtfardla g Iran Arab Saak* Carleea 
at that etaae understood Bahia Xrraai to be oat of the 
meet taooetafal Induct riallete la Xraa tbroagh bit Kelli 
Oroup. 

Tallowing farther rent net rlt b Bahia Xrraai* Carlton 
left Bank of Aaerlcc te join oat of the Xrraai companies 
la Tehran la the nid-1970'a. Carlton clayed vlth the 
Xrraai company la Tehran aatll the oaeet of the 
revolution* relieving the revolution, Carleea had 
retaraed to the Catted Btatee* after a brief period in 
Treakfurt* Carleea call that by 1979 a Kr. Pharaon known 
to hln 9 Agha Baoaa Abedl and Bahia Xrraai had acquired 
a ctake la National leak of Oeorgla* Carleea joined the 
Batleaal Bank of Georgia and Xrraai aleo entered late 
traacaeiloae vlth Bat loaal Bank of Georgia. Carleea said 
that* of oonretf he had to be cartful to avoid conflict e 
of Interact ac he vac oeaeldered an "ladder” by 
Batleaal Bank of Georgia. 

Then Carleea retired from let leael Beak of Georgia in 
1 9B8* he began working for Behaaa Xrraai* Xt vai 
virtually eoalacideai al tbet it vaa daring 1 98ft that the 
Geraaa Jadgnent Creditors began proceedings la the 
Baited Btatee cad Carleea had* elaee that tine* been 
heavily eaf«f«4 la advising and eeeletl&c hafcmea Ivvani 
la reletlea to thooe proooediage. 

Carlton eald that it would be netful for at to 
understand the background te the proceedings. Carlson 
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stated that tbe Osman Judgment Credit ore had ohosea to 
pwraut Bahic Irvani on bit ismaitt liability la a vay 
vhioh other beuof iclarlea of Bahia Irvani guarantee# had 
mot follovlng t ha revolution. Other* had traatad the 
lahia Irvani guarantees aa moral obligations ooly and 
had instead, pursued recovery of monies dot from the 
industrial enterprises take* ©ear by tha revolut ioaary 
raglne. Carlaoa aaid that all creditor© otba r than 0 U 
host age had beat paid in this way. 6 A V vara pursuing 
nav work from Iran aad« therefore, ohoaa not to go by 
thla roatii Carlaoa explained that ba believed tha 
Oaraaa Judgment Craditora had baaa paatad a oopy of an 
articla vhleh had appaarad la a aavapapar in Zraa 
iaaadiataly follovlng tha revolution. Thla had at at ad 
that Cahlm Irvani had laft Iran with aoaa WSS300 
million. Carlaoa aald that to hla haovladga thla vat 
unt ruo. Hovevar, it vaa alaar froa tha nag otiat Iona that 
had taken plasa vlth tha Oermac Judgment Craditora that 
thla vaa not aeaaptad by than. Carlton than aald that in 
ardar that 7 node rat and vhal aprl of man* lahim Irvani 
vaa X should knov abont tha adoption by Nr* and Xra. 
Wahl* Irvani of 20 orphans f roc Iran* Carlson explained 
that Wahls had built a eptoial honaa to aoooanodsta tha 
20 orphana and that tbalr valfara vaa lookad afttr by an 
adueatlenal treat af vhleh Krs. Bahia Irvani vaa a 
principal. Whan tha point cane for tha adoptad children 
to begin their secondary schooling, they vara all aant 
abroad* it this point It vaa thonght neeeaaary for tha 
adnoatlonal treat to acquire investment© abroad 
•uffleleut to ganarata incoca that vould support tha 
individual children. To thla and tha adnoatlonal trust 
bad purchased tha property in ban Francisco in or around 
1974* This property had btan acquired for a total 
consideration of 9394 million made up of a payment of 
approximately 9912 million and aaeamptlom of liability 
on existing Fro Note of 0992.6 million. 
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Carlson vast on to explain that Is the aid-lWe ike 
property bad bees, sold for apprexiaatel y BS$*. 6 sillies 
ab 4 ikii it see the profits Trot ibis sale that bad 
const listed the Majority of tbe # Irvasi aetata outside of 

Xflta 

lleteiied to Carleos'e recitation of bit 
1 b vo 1 voo# st eltb Bahia 2mal v 1 told that I assumed 
that he vt« bate represent 1st Hr# Bahaas Irv ani. Be 
oosflrsed that tble vat the ease* Z eaid that BCC’a 
posit lea vae that it bad beooae avers of the proeeedlsfa 
offset ins ' Is particular* the aeeete of the two frost ere 
vf the Baade te Beesre Bebt over the Ovisheit County 
lead* 1 said that BCC took a very eeriest vies of the 
pot ostial for at to eh oa it a security interests. Z aaid 
that BCC voald do whatever ooa required to preserve 
tboae security 1st areata and did to os tbo baala that It 
did act accept that aay attack vae properly baaed in 
ls*« 1 ooid to Cor leas that Z vae particularly eeaatraad 
that ia ooekisf to sadaratasd the psrpoao of bio visit, 
there should be so alausderat asdisf of the otaaee 
adopted by Knox Bobbins is tbe eesveraatios with lahaan 
Irvasi* 2 aaid that is ay vltv Knox Bobbins had acted 
perfectly properly shore Attorneys vert isat rooted on 
both aide#. Z said that it vae ay vadarataadlsa fro* 
ststeaasis aado by the Ceraat Jsdfnest Credit ort 
lit orsoy f Bale Ovens, that it vac alleftd that the 
Ttlatioaabip betveen BC Cl and the Irvasi faolly vae 
soscthlnf ether than a stralxht forvard east eaar/banker 
relationship. Z told Carlton Z did not aooopt that this 
til oo tad that Z wished to sake that oleer te tea a* a 
Irvasi that BCC’a eonduet of tbe pretest aatter vosld 
ref loot that posit ion. 

Carlson aaid that, me previously stated, bla ealllnt an 
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• ao was «■ a direct reaelt of Btbaaa Irveai'o concern 
»r«» Knot Bobbins refusal to apeak to bis* Carlson said 
that Z should understand abet/ la Babaaa Irraal’o vie*, 
had contributed to the finding of fraudulent oonveyanes 
against the Zrvaai B«f andante at trial. Carlaon oald 
that Z should appro elate that there was ao ovideaee of 
fraud produced at trial. Carlaoa told a* that uador 
Beorgle Court procedure a party vaa entitled to 
Interview Jury aeohera after a fledln* la order to 
deteralae uhat peroaadod thea. Oa interviewing the jit; 
aaahor* la the trial, it had beooae appareat that tbo 
uoet persuasive ovldeaoa aa a aster of the Jury 
percept lea, vaa two bundles of doeuaeata that had heea 
•Htlatd hy the Plaintiff a oa Blaoovory froa Hashing! on 
Clifford I Varaeoke. Ko aald that thla aaterlal 
related to a proposed share transaction with which Hr. 
***** Irv * ai had hoaa aasoolated. St oald that the Jury 
******* vlewad.the evidence aa crucial, In that it 
nndaralaed Bahia Zrvanl'e atateuent that be had ao 
****** ®«*eide «< Iran. Carlaoa said la order that Z 
understand the significance of tbe evidence It vae 
“accessary to ezplain the background to the traaeoctloaa 
ohowa on the aaterlal. Be aald that in tha ald-1970's, 
and arising out of the relationship whleh had (rera fron 
Afba Hasan ibedl's lsvelrsnoat with Zrvanl over Iran 
Arab Bank. Aghe Hasan Ahsdl had lavltsd Bahia Irranl to 
take a 5 % otaka in (»M/firrt Aasrloaa). Carlaoa said 
that A|ha Hasan ihedi wished the eeneertlu* bolding the 
aharoe to hare a broad background Including those free 
Iran. Carlson oald that the aaterlal produced at trial 
purport od to Indicate that Bahia Irvnni had applied to 
Credit A Coaaeroe Aaerloae for a loan In order to 
purchase the share otake. Carlaon said that tha jury had 
taken the agreeuent of Credit A Coaaeroe Aaerleas to 
make sueh a loan as indicative of tbe availability of 
••••to in Zrvanl's nano to ooonrt auob liability. 
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1 asked Carlson whether the loin had in fact been made* 
Carlson odd that ha bailor** that lha inr tat wont had 
not proceeded beoanae firatly, lahls Irraal had newer 
been keen to sake tha invest neat at all, but had baan 
persuaded that h* could do ao on tha baala of tha loan 
to b* tida to htn* And aaoond, problaoa rare 
oneonnt orad with Jawlah aharaholdara In tba bank to ba 
aotulrad and thla had delayed tha transaction* Carlaon 
said that ha nndaratood that la tba final analysis tba 
inraatnant raa taken op bp othar part lot. 

7 aakod Carloon what tba Defence bad sold about tba 
orldanco at trial* Carlaon tald that be could not roeall 
whs t had specifically haan oald to explain tbo 
tTanaaetlon at trial but that 1 ahonld, In any are at 9 be 
prorldad with a tranaorlpt of tba erldenoe* I aakad 
Carloon how tba arldanca had been lad by tba Plaintiffs 
- bad tha arldanca been pot to ritnoooao? Carloon oaid 
that tha natters to which tha naterlel related bad, in 
fact, baaa put to bin aa a witness at tba trial* Ha said 
that ba could not now raeall what hit epeolflo answers 
had bean* Ko also aald that he baliarad the notorial had 
baan pot to witnesses who bad alran erldenee prior to 
hln* I ankod Carlaon whether Hahl* Irwanl had alran 
eridenoo* Carlaon confirmed that ba had* 

Carloon wold that there wa« aaotbar natter which he 
wondered whether 1 tree aware of* Ke aald that ba bad 
reseat It baan ©oatected by Wav Work lawyer* acting ea 
babalf of hr* Obaitb Pbaroon* ?hey bad lndloatod to hla 
that they wlabod to disease neat Inga that be, Carloon, 
had had With Pharaon, Agba Hasan Abedl, Bwaleb Paqrl 
(and Trwnai?) in tba nid*l$70 v a. Oaf Ison aald that tha 
Pbaraon lawyers had indioat ad that they wished to tab* 
only an hour or ao of bia tine* In tba arant Carlson 
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• *ld that tbs ltvr«ri bad ooao to Atlanta and had 
latarYlovad him ova? a 5 hour pariod. 1 told Carlaoa 
that I mar bo soars of tho mattar to obloh ho vu 
nfirrlng but that it vas mot aaooelatod rlth tbo laanoa 
lm hand* 

I maid that m p Into root vat to prooorro !CC*a righto 
mmdor tbo hood ta Socnro Debt • la ardor to do aa X 
vantad to battor aadarotaad tbo map Aa ohiab tho 
Plalntlfro saao bad boom pot la rolatloa to fraadaloat 
ooaropaaeo and altar ago and, In partloalar, to 
mmdaratmad tbo proopoets ea tba Aetaadad appoal. 

1 maid that mp starting polat via tba laad ooaod and 
ebargod bp Cairo rt Propartp SI* X aabad Carlaoa bov 
Calrort bod coma to se^alr# tbo proportp< vbo rot 
Calrort *a bonaflelal or nor aad vhat rao lta oooreo of 
funding. Carlooa oald that tba boooflcial oonors of 
Calrort roro baboon aad All Xrraml. I aabad Carlaoa 
rhethor hahnaa aad All Xrranl had ladopondaat ooureoo of 
Panda otbor thaa through tbolr fatbor ftohla* Carlaoa 
maid that Calrort bad boon fnmdod tbraagb tbo salt of 
mbs 8 aa Praaelseo pro port 7 . Ro said that Imaadlataly 
following tbo family'# ooro from Iran to tbo 99 f tit It 
to tba 9am Tranolooo proparty bod boos told bp tho 
adaoatloaal trnot to Calrort* X aobod bor Calrort bod 
fundsd that parebooo* Carlooa oald that no etoh 
comsldorat lorn paoood on tbo ooaropaaeo to Calrort in 
1979* Ho said that tbo eomaldorat loa had boon aado up 
partially of tbo aaaumption bp Calrort of tbo obligation 
ea tbo prior existing Roto and tho balameo of 
mono ldorat ion bad boon aado np bp tba aaouaptlon. bp 
Calrort of tbo obligation to support tho 20 orphans. Ka 

• aid that on promotional adrlea at tba tin, this 
oonaida rot ion raa aeeaptad at valid and in nonotarp 
torao raa aaaoaaad to b« la axooaa of tba oalna of tba 
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property. Citlin ••10' tbit tbi tax anthorlt laa la tbi 
M looibtib tbi, emtmtiet if eoaaldarat lea la 
tbli tifi 2 iikil tbit Tala* Hat kata pat aa tbi 
property la 197$. Carlaaa aail that th* Talaatlea had 
haaa th* «aaa aa tha purchase prise, a* It «aa aot ant 11 
tha 1$SO'a that tha 8aa Pranclaeo preparty had 
appreciated subetaai tally la ralua. 

2 aakad Carlson on That taala lab Ban aad ill Zrraal had 
haaa latttlil, aa haaafiaial inm of Calvert Property 
«V. to tho proeoada of aala of tha «aa Praaolaoo 
property. Carla on aald that ha eaaaot recall th* praolaa 
aiebaatiai through which lahaea and ill Zrraal had 
boaoao haaoflelal evnara of Calrart aad h* thoafht that, 
lirbipi, hr a. Zrraal had haaa th* haaaflolal ovaar at 
#f tha aala by tha Zraalaa adaaatloaal traat to 
Cairo*. than had haaa a traaafar by Xra. 

Zrraal to hahnaa aad All. 

2 told Carlaaa that la 17 now, aad oa tho haala of rhat 
ha had told aa. It ought to hero haaa tha aaaa that 
loaplto tha arldaaoa that Z aooaptod voald ralaa a 
yrmaTtlM la faroar of tha Plaintiffs, it ought to 
* ,,t# hoaa possible for tahla Zrvaal and tha Trvanl 
Safoadaato to establish hy palaataklap foroaalo orldaaea 
tho ooaraa of thalr fun da for parehaa* of aoaata la a 
ray ablet axoludad tha possibility of fuadiag through 
$•^1* *»d that thla ought to hara aallad tha question of 
traudulaat ooavayaaoa or altar *ga. t aald that to tha 
rxtaat that tha Jury rardlot aad Judgaaat appear to 
r* fleet th* altuatloa la rhlah thla bad aot apparently 
boon dean noaearnad aa. X naked Carlaaa her It raa 
lataadad to doal with tho queatloa of appeal. 

Carlson aald that hahaaa Zrranl lataadad to eat out th* 
lat* rardlot a appeal oourt aad ge directly to tha 
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altlaate appeal court for this cotton. (Oeorgte Buprm 
Court?) The Irvaui Attorney* hod cdrlood that of Itoolf 
the fora of verdict aad jedgneat indicated a aanlfest 
failure os the 'part of the tr.lel Judge to direct the 
Jury correctly. Carleo* eald that it van presently 
adrleed that the findings of alter ego aad fraudulent 
conveyance vert inherently laeoaeiataat . Z aaid that 1 
aoulA see that ee a setter of a superficial position. Z 
naked Oarleoa whether wader the appeal preoedvre the 
appeal court would hare aeoeae to witnesses of fact. He 
acid he heliered that they would not* Z paid that oa 
that heals weald It he right to aeeuae that the apphfl 
court would hare coat difficulty ia totting aside the 
laooaa of foot ea which the jury had fouad. Carlaoa aaid 
that this all taraed oa the quality of direotloa they 
had boon given. 

Carlson eald that la hie view it roe likely that the 
appeal court would discharge the judgueot aad verdict in 
lta entirety me en aad to tho setter* however* Carlson 
conceded that an alternative vaa that if the appeal 
decision turned oa a failure to direct properly* a 
retrial eould be ordered. Ceriseu eald ttmt in this 

event habeas Zrvanl would apply to prevent the Judge who 
heard the preaa nt setter fros hearing the new trial. 
Carlson aaid an nlteraatlve outooae on appeal would he 
that oaa or ether of the finding* of fraudulent 
convayanea or alter ego would go hut that the other 
would he left la piece* 

Carlton aaid that It wao e specific request froa Pahaeo 
Zrvaul what la relation te the Piaeovery Bequest cade to 
XCCZ* hCCZ should provide to hia copies of all materials 
supplied. I aaid that presently 2CCZ did not accept 
validity of service of the Plsoovery Bequest aad 
reserved its position la full en that natter. Vlth 
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*a*ard to the request that Carlaoa hat attracted to a« t 
I adviced hl» that I would sot wlah to rtepead tlraetly 
to lahuaa lrvaal'a request and that ha ahould ha aaaa to 
*■* properly by hie Attorneys to our Attornaya aad 
^ would ho oeaulderad uadar appropriate advlee. 

* ***** whathor there had baaa aataaalva discovery la 
thu exist lac praoeedlnte. Carlaoa eoafiruad that thla 
**' th * ***•• 1 ••had what hat there had baaa 
dapaalt leaa. Carlaeu aoaflroad that tha dlaaevery 
presses had baaa act ended ever a parted ef 24 aaatha and 
that ha hod baaa dapoaad oa 3 or 4 aeeaalaaa. 


Carl.,* ..id that la addltloa to hl.o.lf hi. wif, hod 
aloo booa dopoaod. Carlaoa said that tt ci«ht iatoraat 
»• to ksow that th. fir* ropr.a.atla, tho O.ra.a 
Jad«.o,t C rad It era hath. Wad. * Caaphall war. a fi,a 
oat up by people who had left oua of tha lar«aat Atlanta 
ftraa. At th. tia. of Carlaoa*. rif,-. firf t dapoaltloa. 
Carlaoa a tif. had eaaaautad that th. affloo. whara har 
dapa.it lea had haaa taken war. shabby aad la dlaarray. 
newover , when Carlaoa hiaa.lf had attasded far hla 
dape.it ion, hoatk, Vada « Caapball had uorod to saw 
affle.a which war. ..a. of tha boat that Carlaoa had 
a»er aaaa. So aald that la hla view Booth, Vada A 
Caapball vara hoawily d.p.ad.et an th. pr.aaat 
Utlaatten with record to thalr ravaau.e aad that thalr 
taetieal approach to th. liiic.tiea ... r.fla.t.d lB 
thalr dapoadaaea upoa It. Ha ..id that thalr approach 
vas to yrolong vhirtvir they could. 


X a.kwd Carlaeu whether tt cerra.t . a. ha. 

rolayad ta •• by ft.* Babblaa, that Bah.an Irv.ai ... 
1st ending to put tha yraator Bafaud.at. lute bankruptcy. 
Carlaeu ..Id that thla w.. , ht .... . tt4 ih . t ^ 

Xraaat waa likely te do thla darla« tha first two waoks 
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to December because ha fact* a deadline la order to 
protect the companies fr o* the affect of the Judgaent 
ant rerdiet* Be eeld that ,thie step eat atoeseary 
because the trial Cadge hod refaoed to etej ib« 
eve out Ion of the judgment end rerdlet unless the Irranl 
eeiipaalfe footed a head equal to the total value of the 
aaoaat elelaed h y the J«dd***t Credltore* Oarleen eeld 
thia the aoapaniea had been arable to do add that 
tberefore 9 bankruptcy was forced open then. 2 aeked 
Carleon vhat he arpeeted BCC'a Teeetiea to be to each a 
etep by Bahama Irranl* Carleoa aald that he vould hare 
eapeetad BCC to apply la tho bankruptcy preeeedl&re to 
eaforce lte security* 

Carlooa aald to at that Bahaaa Xrraal rat perticvlerly 
eaaoeraed beeeeee ho appreciated that any laebliity oa 
BCC’c pari to raallae the security would lead to BCC 
pursuing him oa hla peraoaal guarantees* I eeld, thet la 
aay event, BCC algbt hare to pursue Behaaa Irraal oa hie 
ptreoaal guarantees in order thet it could eaforee lte 
security iat erect e under the Deeds to Bceurt debt# 2 
aald that the Calrert Peede to Secure Debt secured the 
eeatlageat liability of Bahama Irranl an hla pereoael 
guaraataae aad eooardlagly until that dabt had bean 
daolartd due and payable the Calrert obligation eould 
net ba enforced* Cerlaoa observed that if BCC vert to 
oubet amt lrely pursue Baboon Ireeni on the guarantees 
Behaaa Irranl night feel It neoessary to file for hie 
ova peraeaal bankruptcy* 2 told Carleoa thet BCC vould 
de whatever vee required to protect its lat erects end 
that the picture pointed by Cerloon and tbe fade ksevn 
to BCC2 led te bleak conclusions* 2 naked Oarleen vhat 
ralae he presently put oa the Conn on wealth Induet rial 
Turk land* Carlson aald that laaedlately prior to the 
eoameaceaeat of the German Creditors proceeding* e 
prospective eels had been under negetletloa at a 
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ooaolderat Ion of opproxiait aly 0815*5 xillioa. Be uld 
that this tilt had oferiouely fallen through glrea the 
proceedings* Hi eald that in his Tier the land wu 
poealfely worth lota than that today* I told Carlaoa that 
on the fetal# of felt on assessment of tfea ralae of tfee 
load It would feo laoaoapablo that Behaaa Irraal would fea 
looked to fox a shortfall oa hit pimiin* 

I amid I wlebed to saamerlse for Oarlson BCC*a position. 
I t old Carlaoa thati 

1* ice re j set ad eatirtly aay ivniitlOB that It a 
aoeurlty m taint ad in nay ray fey tba allacatioaa 
ult sustaining tba fraudulent oonrayaaca and altar 
ego findings . 

2. BCC would paraaa ia any ray proper tbo prooorTatioa 
of its aaonrity l&toreots la tba proparty* 

3« BCC woalA wish to doal with Bafcaan Xrrani aad ibt 
Irraal Bef tadant a la a way vhitb was doaonat refely 
propar and for tblo roaaoa BCC would la wit a Bahaan 
Irraal to address aay requests or consents through 
hlfi dttoraoya to BCCZ’t on Attorneys. 

4* BCC would riew with seat dismay tba poaltlon 
apparostly pot forward at trial, aad relayed to »a 
today fey Carlaoa, that tabla XrveaJ bad ao aaaata 
oattldo Iran, Babaaa aad All Irraal had oaly 
Halted aaaata such that personal bankruptcy vaa an 
Issue aad that BCC'a view waa that these at at a meat a 
were Inconsistent with tho repreeeat ei loaa 
yrerlously aede te BCC. 

Carlaoa thanked a« for seeing him aad aald that ha would 
relay this poaltlon to Bahaan Irraal on hie rat ora te 
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FIRST ANNUAL MEETING 
SAFEER COMPANY 



November 24, 1978 
MINUTES 


The First Annual Meeting of the Board of Directors 
of Safeer Company was convened by Richard Helms, President, 
at 3:00 p.m. on November 24th in the conference room on the 
4th floor of 1627 K Street, Northwest, Washington, D. C. In 
addition to the Chairman, there were present Mrs. Cynthia 
Ralms ■ Secretary - , as well as Dr . ffam-iri MbntaKhab anci nr. " 
Dennis gelms. Mr. R. 2 — M. Carlson. Vice President, was ab- 
sent but had ins mm rati rhe president- hn -represe nt the 
interests of Northwest Investment as well as his own. 

The meeting was opened with an examination of the 
Financial Statement for fiscal year 1977-1978. No questions 
were raised about the details of the Statement, and 'it was 
approved by the Board without dissent. 


As the next item, on the agenda, the president 
set forth the activities of the Company during ghr pTiitr 
fiscal year. He covered efforts to buy th e 16 
building and advised the Board that Mr. 


527 K 


Street) 





offers f n hj My Jnrm 

owner of the building. The president then discussed the 
various consulting agreements which the Company has made 
during the past year with Bechtel . Hughy s Ai^yrafr. and 
_ He enumerated the individual cases where companies 
id paid consulting fees for a one-time meeting and/or 
other ad hoc arrangements . 

The third agenda- item, "Prospects for the Future" , 
was considered next. The president mentioned particularly 
the on-going effort to set up ^ joint venture between 
Western Electric Company and ATvand Investment gTTehra n. 

He pointed, out cnac details were in the process ot negotia- 
tions and that if all goes well, an agreement should be 
finalized before the end of calendar year 1978. The presi- 
dent mentioned two other companies , Combustion Engineering 
and McDonnell Dougla s , where possibilities of joint ventures 
also" exist although detailed negotiations have not yet taken 
place. 



HGQ0020 
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Following discussion of these items as well as 
remarks by Dr. Montakhab about the current political and 
business situation in Iran, the meeting was adjourned, 
sine die, subject to die call of the Chairman. 


L-J-Li-L 

Cynthia ■'He 1ms 


Secretary 
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MR FRANK VAN COURT 
ARABIAN SERVICE. CORPORATION 
HOUSTON, TEXAS 

^REURTIX 10 DECEMBER '79 FOLLOWING 
P.M. CARLSON 



IS RESUME OF MR. ROY 


BORN 25 MAY 1923 IN CHICAGO, ILLINOIS ‘j ! 


EDUCATION: UNIVERSITY OF CHICAGO, HOLDS MASTER'S DEGREE IN 
INTERNATIONAL RELATIONS WITH MAJOR IN INTERNATIONAL LAW MINORS IN 
ECONOMICS AND DIPLOMACY 

MILITARY EXPERIENCE: OFFICER IN U.S. NAVY DURING WORLD WAR TWO 
„ WITH COMBAT DUTY IN PACIFIC THEATER. 


EMPLOYMENT EXPERIENCE: WORKED AS TRAINEE WITH CHASE NATIONAL 
9ANK, NEW YORK (ONE YEAR) THEN IN FINANCIAL DEPARTMENT OF WILSON 
AND CO. INC. (TWO YEARS) FOLLOWING WHICH WAS APPOINTED TO U.S. 
FOREIGN SERVICE AND SERVED AS VICE CONSUL IN DURBAN, SOUTH 
AFRICA (THREE YEARS) RESIGNED FROM FOREIGN. SERV ICE AND JOINED 
BANK OF AMERICA IN SAN FRANCISCO, I N I TplCaK SERVED AS OFFICER IN ITS 
. INTERNATIONAL BANKING BRANCH. WAS LA^^POSTEDi AS REPRESENTATIVE 
IN 'TEHRAN, IRAN AND SUBSEQUENTLY yTC&.FRES )$£NT IN EUROPE, 
i MIDOLE’ EAST AND AFRICA DlVISI0N^Rg^N$IB^j>l5B BANK' S 
RELATIONSHIPS IN ALL COUNTR IE8\1W-A^A^N>»H ICH BANK DID NOT HAVE 
DIRECT BRANCHES. TRANSFERR5e^'.3EHRUT\XEBAN0N TO 
ESTABLISH REGIONAL HEADQW^fl^ WfefcK HEAOED I IN CHARGE OF 
ALL OF BANK'S ACTlVITlESOfl 231CQUWfRIES OF MIDDLE EAST’ AND EAST 
AFRICA (TOTAL BANK OF AMEP IC^SERv ICE: TWENTY . YEARS ) IN 
1975 RESIGNED TO JOIN MELDJc' : TN15uSTR IAL GROUP, TEHRAN, IRAN AS 
MANAGING DIRECTOR. THIS WAS-'SECOND LARGEST PR IVATELY-OWNED 
INDUSTRIAL COMPLEX IN IRAN WITH 10,000 EMPLOYEES. AND CONSISTED OF 
U SOME TWO DOZEN OPERATING COMPANIES IN LEATHER, , SHOE MANUFACTURING, 
PLASTICS, RUBBER COMPiOUNDING, MACHINERY MAKING 
CONTAINER MANUFACTURING, PRINTING, HOSIERY ETC. . 

LEFT; IRAN A YEAR AGO WHEN AMERICANS WERE ADVISED BY THEIR GOVERNMENT 
TO LEAVE. HAS! SUBSEQUENTLY WORKED AS DIRECTOR IN EUROPEAN 
INVESTMENT COMPANIES I OWNED BY FOREIGN SHAREHOLDEPS WITH IRANIAN 

Investments. •••' j •• 

MARRIED TO MARGERY RAW CARLSON THREE CHILDREN AGES 15 TO 20. 

KIND REGARDS j ' 

SWALEH NAQV I 
3ANCREC0M LONDON 


Bfll 3531BCCILH G 
! INTEREDEC HOU. 
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- "H=; SHAREHOLDERS C F THIS CW-v THE S!' M q F d- cf rH r fa-i| Ly 

OF MR IRVANI 

TH E NET WORTH OF THE FAMILY *»W THE GPOUP IS ESTIMATED TO PF 
AT LEAST US DOLLAR 5C MILLION ON THE CONSERVATIVE SIDE 

THE PERSONAL NETWOPTH CERTIF 1CA1 r OF MP IPVAMI WOULD 9F PRODUCED 


236200 KEN UR 


HIS HIGHNESS SHAIKH MOHAMMAD PIN 7 AYED 
REPRESENTED BY HIS EXCELLENCY ARDULLAH DARWAISH 


HIS HIGHNESS SHAIKH MOHAMMAD BIN "AYED 8IN SULTAN AL N'-HYAN 
IS A SON OF HIS HIGHNESS SHAIKH ? AYFO BIN SULTAN AL MAHYAN 
RULER AND PRESENT OF THE UNITED ARAB EMIRATES 


SHAIKH MOHAMMAD IS APPROX IMATR./ 17 YEARS OF AGE STOP HE IS 
REPRESENTED BY HIS EXCELLENC Y SHAIKH ABDULLA H DARWAISH 


STOP HIS EXCELLENCY ARDULLAH DARWAISH IS. A 
OF ABU DHABI STPHE $<*&**&* VHdiH 

OF ABU DHABI FOR THI [ n^ST^feVEP AL.'yEAPS ‘ *A>D 
A3 AMBASSADOR OF THf UNITED APA*V "PM I RATES S 


PROMINENT CITIZEN 
THE GOVERNMENT 
HAS HELD ASSIGNMENTS 
OP AT PRESENT HE 


15 THE CHAIRMAN OF fn*Ni3raEEE FINANCI AL 

AFFAIRS OF HIS HIGHNESS — T Hg-tt Ut gfr-OF -*8 U" PHA8 1 IN ADDITION 
TO BEING THE FINANCIAL ADVISOR TO THE RULING FAMILY 


HIS EXCELLENCY SHAIKH ABDULLAH DARWAISH IS ALSO CHAIRMAN 
OF ABU DHABI INVESTMENT COMPANY AW A DIPECTOR IN ABU DHABI 
I INVESTMENT AUTHOR I T I TY 


THE ASSETS OF TH E RULING FAMILY ARE MANAGED MORE OR LESS 
JOINTLY STOP AS SUCH THE NET WORTH OF HIS HIGHNESS SHAIKH 
MOHAMMAO CAN BE ESTIMATED TO nF VERY SUBSTANTIAL 


HIS HIGHNESS SHAIKH SULTAN BIN 7AYED AL NAHYAN 


HIS HIGHNESS SHAIKH SULTAN BIN 7AYED AL NAHYAN IS A SON OF HIS 
HIGHNESS SHAIKH 7AYED BIN SULTAN AL NAHYAN 

HE IS AGED A80UT 2 k ( TWENTY FOUR) YEARS STOP HE WAS EDUCATED 
IN THE UNITED KINGDOM AND ALSO DECEIVED MILITARY TRAINING 
IN THE U K AND PAKISTAN 

AT PRESENT HE HOLDS A HIGHLY SENIOR AW IMPORTANT ASS I GWENT 
IN THE ARMED FORCES OF THE UNITED APAB EMIRATES 
THE TRADIOTIONAL BUSINESS OF THE GROUP IS MANUFACTURING, DEALING 

*#*w*iam n&. 

. *» . # A- 

( Jd-i ! 
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- - - v • - M :5 rcjp DIE BUS IN! SS LIN C S 

— - Aot NC 1 ES OF VARIOUS |MT£P» AT|Of»AL"To?'1PANl STQ2 GENERAL 
' CONTRACTING TRADING IN air CONDI HOMING AND ELEVATOR EQUIPMENT 

INVESTMENT in HOTEL COMPANIES APD BEVERAGE INDUSTRIES STOP HE ALSO H* 
HA 3 SUBSTANTIAL REAL ESTATE I MVES PIE’ "* > MAINLY IN' SAUDI APASIA SUT 
ALSO IN EGYPT ANO UNITED KINGDOM 




HE HAS INTEREST AS A SHAREHOLDER THROUGH ONE OF HIS I NVES^MENT 
COMPANIES IN ALLIED ARAB BANK LIMITED OF LOr-OON (THE RESTRUCTURED 
FORMER EDWARD 8ATES AND COMPANY) 


HE IS GRADUALLY GIVING MORE TIME TO HIS BUSINESS ANO INVESTMENTS 
AMD IS SUPPORTED BY ADEQUATE MANAGE 0 I AL STAFF 


<& 


HI 5 MAIN BUSINESS CONCERNS APE 

AL MA9ANI SAUDI ARABIA ( COMTRAC T | NG COM) 


SC I C SAUDI ARABIA (CARRIER AGENTS) 


JEDDAH HOTEL COMPANY SAUDI AP/B|A 

SAMMEPLAND BEACH COMPANY BE I PUT LEBANON 

© MET 7/ ORTH 

/ 

FINANCIAL POSITION OF HIS EXCELL E r -’C V ‘HFIKH KAMAL ADHAM AS PER 
C.-RTIFICATE ISSUED BY FAUD ABU I 7 AE n OI N AND COMPANY CFRTIFIED 


AND PUBLIC ACCOUNTANTS IS ABOUT US (U.R 1 3U MILLION (INCLUDING 



PLACE OF BIRTH AND NATIONALITY : TEHRAN IRAN, IRANIAN 


BUSINESS AOORESS SOUTH AIRPORT POAD 

SARE AC I AB MEHRABAD , MELLI SHOE BUILDING 
P 0 BOX *690 TFHRAN IRAN 

OCCUPATION 


MR IRVANI IS THE FOUNDER OF THE OLD ESTABLISHED BUSINESS OF MELLI 
INDUSTRIAL GROUP (NEARLY 20 YE APS AGO) 

THE TPADIOTIONAL BUSINESS OF IfK GROUP IS MANRJF ACTUR I NG , DEALING 
AND MARKETING OF FOOTGEAR AND LEATHER G0005 

THE GROUP WAS REORGANISED and pcr; T oi ICTIJPFO AND REGISTERED UNDER THE 

AT PRESENT HE HOLDS A HIGHLY SENIOR AND IMPORTANT ASSIGNMENT 
J, N| TH f .ARMED _ FORCES OF THE UNI TEC ARAB EMJ^RATES ^ 
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-Twr group WAS REORGANI ZE~) Ai\o Rh-rvij i L- j -f.u * , , ... 

V.V.’S OF MELLI INDUSTRIAL GROUP I*’ l? : r ~ 

IM REORGANISATION MELLI ^CUSTPIAL G°OUP BECAME A HOLDING COMOANY 

OWNING INVESTMENT IN 23 OPERATING COMPANIES LOCATED PRINCIPALLY 

IN TEHPAN AREA AND MORE RECENTLY IN other APEAS OF IRAN DUE TO GOv-R 

NMENT RESTRAINTS ON EXPANSION IN THE TEHRAN ENVIRONS STOP THE 

SIJ?S I DIARY COMPANIES OF MELLI INDUSTRIAL GROUP NOW COMPRISE 0 

A W EPT| CALL Y INTEGRATED GROUP COv'PrG ALL ASPECTS OF THE ^ 

FOnvEAR INDU3TR Y AS WELL AS SOME RELATED ACTIVITIES INCLUDING 

CHAIN OF RETAIL STORES ALL OVER THF COUNTRY NUM3ER?NG Al MO c T 

ICC THROUGH WHICH SLIGHTLY LESS THAN HALF OF TOTAL PRQOUCTIIOM OF MArfl 

MACHINE MAOE FOOTY/EAR IS SOLO STOP DAILY PRODUCTION OF THE GPOUP 

EXCEEDS 70, COO PAIRS OF SHOES 

RECENTLY THROUGH PARALLEL HOLDINGS OF GROUP'S FOUNDER 
MR RAHIM M I RVANI NON- FOOTWEAR INDUSTRY INVESTMENTS HAVE 
BROADENED THE SCOPE OF ACTIVITIFS STO® AMONG OTHEP INDUSTRIES 
|v V/HICH INVESTMENTS HAVE 9EEN MADE ARE WHOLESALE FOOD 
PRODUCTS COLD STORAGE TRANSPORTATION ( I NTERCONTI MENTAL 
"TRUCK I NG AND SHIPPING) AND FOOD CATERING 


SEVERAL SUBSIDIARIES OF MELLI I NDU'STI R| AL GPOUR APE JOINT VENTURE 
WITH FOREIGN INTERESTS V/HICH FURBISH MANAGEMENT AND TECHNICAL 
ASSISTANCE STOP AMONG NATIONALITIES REPRESENTED IN SUCH JOINT vENTUPS 
APE AMERICANS BRITISH GERMANS PFLCUMS JAPANESE C7ECHLOVACS 
AND SWISS STOP AMONG CORPORATE PARTr£P5 IN THE JOINT VENTURES 
— *^S^QQDYSAS L (USA) SPILLERS (UK) G/*BQR SHOE AND GUSTAV HOFFMAN 
(GERMANY) UNITED ECHMICAL (SWl T7F°LAND ) OTAFtJKU (JAPAN) 

AND TRUST HOUSE FORTE ‘ 

SUBS IDI AIRES OF MELLI 


CENTRAL GUMMI IRAN 
DESMA IRAN COMPANY 
GAROR SHOE IRAN COMPANY 
GOOD BELT IRAN COMPANY 
GUSTAVE HOFFMANN SPF COMPANY 
I NOUSTR | AL FOOTWEAPCOMPANY 
MEHRABAO SPINWING AND WEAVING COMPANY 
MELLI BOOT COMPANY 
MELLI CAOUTCHOUC COMPANY 

MELLI ENGINEERING AND MACHINE MANUF ACTUP I NG CO 
-* "MELLI EXPORT AND TRADING COMPANY LTD 
MELLI SHOE COMPANY . 

NEGAHDAR COMPANY LTD 
MAGAPESTAN COMPANY 
OTAFUKU IRAN COMPANY LTD 
PAPS I CHAP COMPANY 
POUSHAK FALKS IRAN COMPANY 
POLISH AK OMDEH COMPANY 
5C0MAB IRA N COMPANY 
STANDARD SHOE COMPANY 
TAHIEH MAVAD COMPANY 
THIES IRAN C 0 LTD 
UNITED CHMICAL IRAN COMPANY 
UNTITED SHOE COMPANY 

MR | RVANI IS THE CHAIRMAN OF IMF (~ QPQ n ATION 

MR | RVANI IS ALSO CHAIRMAN OF I AL WAND I NDUSTRI A L COMBAT^ STOP THIS 
COMPANY WIT A CAP I TAL OF ONE BILLION I RIAI^HTUS OOL RS 1L.5 MILLION 
APPROXIMATELY ) HAS INVESTMENTS |w l-OF-iPEWP— fR AN-6E E€ DIFERENT 
IRANIAN COMPANIES S UCH AS IRAN AMERICAN INSURANCE IRAN ARAB SANK -.Alf 
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PRESENT PRINCIPAL 

OCCUPATION 


2. CHAIRMAN OF THE KUWAIT I NTERNAT | ONAL FINANCE 
COMPANY 5 AK 

OTHEP OCCUPATIONS: DIRECTOR OF MIDDLE EAST CREDIT AND INVESTMENT 
COMPANY S A LUXEMBOURG 

HE WAS CHAIRMAN OF KUWAIT AIRWAYS T I MCE 1963 TO 
JANUARY 197c 

HE HAS INTEPEST IN SEVERAL COMMERCIAL FINANCIAL 
AM) INDUSTRIAL PROJECTS DIRECTLY AND INDIRECTLY 
IN KUWAIT AND OTHER COUNTRIES 

MET WORTH : FINANCIAL POSITION OF MR FA | SAL S AL FULAIJ AS PER PALAB 

BALANCE SHEET AS AT THE 51ST DECEMBER 1577 IS 
US DLRS 20,938 . 321. 


CHAIRMAN OF Kl.":/A| f SAM TARY WARE COMPANY VL 
IT |S A KUWAITI COMPANY WITH CAPITAL OF 
KD 6 MILLION STOP 2S PERCENT IS OWNED 9Y THF 
GOVERNMENT OF KUWAIT ANO 25 PERCENT 9Y PRIVATE 
KUWAITIS 



HI 5 EXCELLENCY SHAIKH KAMAL ADHAM HAS HELD SEVERAL VERT SENIOR 
POSITION WITH THE GOVERNMENT OF SAUDI ARABIA, MAINLY IN 
ADVISORY CAPACITY 

HE IS ALSO VERY CLOSELY RELATED TO THE FORMER PUEEN OF 

SAUDI ARABIA (WIFE OF LATE KING FAISAL) AND IS AN UNCLE OF THE 

PRESENT FOREIGN MINISTER (WHO 15 A SON OF THE LATE KING FAIS'-L) 

HE ANO HIS FAMILY HAVE ALSO BEEN ENGAGED IN SEVERAL BUSINESS AND 
INVESTMENT ACTIVITIES FOR A VE»Y LONG TERM STOP THE BU5INFSS LINES 
ARE AGENCIES ® OF VARIOUS I NTEPNAT I ONALlSmP AN 1 ES SIQZ GENERAL 
CONTRACTING TRADING IN A|P COND I T I ONING AND ELEVATOR EQUIPMENT 


•% <r , 

If:. 
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MR. MUHAMMAD RAHIM MOTAGHI 

Name: 

Age: 

Place of Birth & 
Nationality: 

Business Address: 
Occupation: 


I R VAN I 


Mr. Mohammad Rahim Motaghi Irvani 

About 55 years 

Tehran, Iran 
Iranian 


South Airport Road, 

Sare Aciab Mehrabad, 

Mel 1 i Shoe Building 1, 

P.0. Box 2690, 

T ehran . Irar^x^.^ \ 

1 if vani is the founder of the old 

blished business of Melli 
Industrial Group (nearly 20 years ago). 

\ . The traditional business of the Group 
is manufacturing, dealing and marketing 
of footwear and leather goods. 

The group was re-organised and re-structured 
and registered under the name of Melli 
Industrial Group tn 1969. 

In re-organisation, Melli Industrial Group 
became a holding company owning investment 
in 23 operating companies located principally 
in the Tehran area and more recently in 
other areas of Iran due to governmental 
restraints on expansion in the Tehran 
environs. The subsidiary companies of Melli 
Industrial Group now comprise a vertically 
integrated group covering all aspects of the 
footwear industry as well as some related 
activities including chain of retail stores 
all over the country numbering almost 300 
through which slightly less than half of 
total production of machine made footwear 
is sold. Daily production of the group 
exceeds 70,000 pairs of shoes. 

Recently, through parallel holdings of the 
group's founder, Mr. Rahim M. Irvani, 
non-footwear Industry Investments have 
broadened the scope of activities. Among 
other industries in which Investments have 
been made are wholesale food products, cold 
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Several subsidiaries of Mel 11 Industrial 
Group are joint ventures with foreign 
Interests which furnish management and 
technical assistance. Among nationalities 
represented In such joint ventures are 
Americans, British, Germans, Belgians, 
Japanese, Czechoslovacs and Swiss. Among 
corporate partners in the joint ventures 
are Goodyear (USA), Splllers (UK), Gabor 
Shoe and Gustav Hoffman (Germany), United 
Chemical (Switzerland). Otafuku (Japan), and 
Trust House Forte (UK). 

Subsidiaries of Melll Industrial Group: 


Central Gumml Iran Company 
Desma Iran Compan^vX 
Gabor Shoe Irap^Co^ny 
Goodbelt ImrXofriftny 
Gustav Hpffmann Shoe Gompiny 
Industrie footwear Company 
Meb<ab*£ Spinning and Weaving Company 
Company 

Vifelll Caoutchouc Company 
\Mel 1,1 -Engineering and Machine Manufacturing Co. 

Export and Trading Company Limited 
mHH Shoe Company 
Hegahdar Company Limited 
Negarestan Company 
Otafuku Iran Company Limited 
Parsl Chap Company 
Poushak Falks Iran Company 
Poushak Omdeh Company 
Scomab Iran Company 
Standard Shoe Company 
Tahieh Mavad Company 
Thies Iran Co. Limited 
United Chemical Iran Company. 

United Shoe Company 


Mr. Irvani is the Chairman of the Corporation. 

2. Mr. Irvani is also Chairman of Alwand 

— — Industrial Company. This company "wi th a- 
capital of 1 billion I.Ris. (U.S.S 14.5 
million approximately) has investments in 
different Iranian companies such as Iran American 
Insurance, Iran Arab Bank and others. It also 
has a Joint venture with a reputed British 
Company M L1nd1speler" . 

The shareholders of this company are the 
members of the family of Mr. Irvani. 
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Net Worth: The networth of the family and the group 

Is estimated to be at least U.S.$ 50 million 
on the conservative side. 

The personal networth certificate of 
Mr. Irvanl would be produced. 
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SUBJECT 

ADDRESS 

CONSTITUTION 

CAPITAL 

BUSINESS 

BACKGROUND 


ANNCXURE 'A* r./. 

— ■ — iru i 


ALWAND INVESTMENT COMPANY 

P.O. BOX 2690 
South Airport Road 
Sara Aciab Machrabad 
Tahran, Iran . 


Public Joint-Stock Co. Ragistarad in Tahran, Iran 


Paid up Capital I.R. 100,000,000.- 
Undaratand Capital baing raiaad to 1 Billion 
Iranian Rials 


This investment Company is performing the job of 
a holding Company for Irvani Group. The Company has 
investment in different iranian companies such as 
Iran American Insurance. Iran Arab Bank and others. 
It also has a joint ventppe with the reputed British 
Company N Lindispeler N V 


vestment wing of Irvani Group, where* 
^d^cn^l^ 'Group.of Industries is the industrial wino 
raving a .number of industrial subsidiaries and joint 


Aroow 


nt^rji' under it. 

\C' 


ig nationalities represented in joint ventures ar< 


Americans, British, Germans, Belgians, Japanese and 
Swiss. 


Among Corporate partners in joint ventures are: 

Good Year (U.S.A.), Speller (U.K.), Gabor Shoe and 
Justan Hoof man (W. Germnay) , United Chemical (Swiss) 
Otafuku (Japan) and Trust House Forte (U.K.) 


|Uuo3 
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AtJUEXUHE 'A* cont.d. 


NAME OF COMPANY Malli Industrial Group 

(Iranian Sty la) - Gorouha Sanati Malli (Sherkate Sahaai Aam) 


ADDRESS South Airport Road* Sara Aciab Hahrabad, 

Malli Shoa Building No. 11 
P.0. Box 2690 TEHRAN - IRAN 
Talt 960011 

Cable: MELGRUP - REHRAN- 
Talax: 21252? GRUP IR 

TYPE OF COMPANY Public joint Stock Company; ragistarad at companias 
ragiatration dapartaant on Dac 12* 1969 undar 
No. 13584. 

LINE OF BUSINESS . Equity participation: sala/purchasa of sharasj 
act as holding company. 


BOARD OF DIRECTORS 

Chairman of Board 

1st Vica Chairman 

2nd Vica Chairman 

3rd Vica Chairman 

Managing Diractor and Mambar 

Marabars 


Alternate Members 


-Hr. MohapmrtfWjhitf Motaghipix 
- Mr^N^ar : -Hb tab**' > 

«^Kdstafa Atri * 

-MT- MohHoud Hahdav* Nasarati 
P’H. Carlson 
Montakhab 
-Mr>- fchosrov Ashrafi 
-Mr. Ourshalim Tarvaran 
-Mr. Mohammad All Sassani 
-Mr. Sayad Hossain Tabatabai 
-Mr. Mohammad Taghi Fotowat 


BANKERS Bank Malli Iran 

Central* Bazar*Mahrabad Branches 
Bank Bimeh Iran 
Central and Mehrabad Branches 
The Foreign Trade Bank of Iran 
Central and Mehrabad Branches 


FINANCIAL FIGURES 

Capital paid in 
Total Assets 
Annual Salas app. 
Net Profit 


(year ended August 1975) 


RIs. 960,000,000 
RIs.2, 133,827, 346 
RIs. 7,000,000,000 
RIs. 227,298,000 


(aDp. US DLR 13,700,000) 
( " US DLR 30,400,000) 
( H US DLR 100,000,000) 
( " US DLR 3*200,000) 


Mclli Industrial Group, a joint stock limited liability company', 
incorporated in Tehran on Dec 9, 19(«9, is the lineal successor cf 
"Me Hi Shoe Company" which was established soma 20 years ago. 
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In reorganisation, Melli Industrial Group became a holding company own inf 
investment in 23 operating companies located principally in the Tehran 
area and more recently in other areas of Iran due to governmental 
restraints on expansion in the Tehran environs. The subsidiary compan- 
ies of Nelli Industrial Group now comprise a vertically integrated 
group covering all aspects of the footwear industry as well as some 
related activities including chain of retail stores all over the country 
numbering almost 300 through which slightly less than half of total 
production of machine made footwear, is sold. Daily production of the 
group exceeds 70,000 pairs of shoes. 

Recently, through parallel holdings of the group's founder, Mr. Rahim 
N. Irvani, non- footwear industry investments have broadened the scope 
of activities. Among other industries in which investments have beei 
made are wholesale food products, cold storage, transportation 
(intercontinental trucking and shipping) and food catering. 

K Nelli Industrial Group serves as corporate board member of two 

^ prominent local banks. Hr. Irvani served as the Chairman and 
Managing Director of Nelli Industrial group frwi its inception 
until mid 75 when he resigned as Managing^JHtjsgVor to be replaced 
by Mr. R.P.N. Carlson,* formerly Bank of«^j»arica 'll Vice President 
incharge of the Middle Eastern regidfi^Slt. Irvani continues as 
Chairman. 

^ Several subsidiaries <^^^^5dAsiitrlai Group are joint ventures 
with foreign interests v £hich fcumish managemnet and technical 
assistance. Among nati^najLf€ies. represented in such joint ventures 
are Americans, British, {jetmarrs, Belgians, Japanese, Czechoslovacs 
and Swiss. Among corporate partners in the joint ventures are 
Goodyear (USA) , Spillers (UK) Gabor Shoe and Gustav Hoffmann (Germany) . 
United Chemical (Switzerland). Otafuku 'Japan), and Trust House 
Forte (UK) . 

By 1978, 49% of group's shares will have been sold in compliance with 
new law providing to braden the ownership. Company intends increasing 
its capital and diversifying their operations substantially in next 
two years. 


/ 


SUBSIDIARIES OF MELLI INDUSTRIAL GROUP : 

Centril Gummi Iran Co. 

Desma Iran Co. 

Gabor Shoe Iran Co. 

Goodbelt Iran Co. 

Gustav Uoffmann Shoe Co. 

Industrial Footwear Co. 

Mchrabad Spinning and Weaving Co. 

Melli Hoot Co. 

Melli Caoutchouc Co. 

Melli Engineering and Machine Manufacturing Co. 
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Halli Export and Trading Co. Ltd 
Nalli Shoe Co. 

Nagahdar Co. Ltd 
Nagarastan Co. 

Otafuku Iran Co. Ltd 
Parti Chap Co. 
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NEW YORK, OCTOBER 15. 1978 

TO: SWALEH NAQVUI 

»E: CREDIT AND COMMERCE 

PLEASE CAUSE EACH OF MOHAMMED RAHIM MOTAGHI I PVANI At« 

ABDULLAH DAOWAISH TO TELEX TO J. FOGELSON AT WACHTELL. LIPTON, 

ROSEN AND KATZ (12-7629) THE FOLLOWING MESSAGES, UPON RECEIPT 
OF WHICH WE WILL BE IN A POSITION TO FILE FED APPLICATION: 

1. CREDIT AND COMMERCE AMERICAN HOLDINGS. N.V. 

CONSENT OF DIRECTOR IN LIEU OF DIRECTORS MEETING 


THE UNDERSIGNED. A DIRECTOR OF CREDIT AND COMMERCE 
AMERICAN HOLDINGS, N.V., A NETHERLANDS ANTILLES CORPORATION, 
DOES HEREBY CONSENT TO THE ADOPTION OF THE FOLLOWING 
RESOLUTIONS OF THE DIRECTORS OF SUCH COMPANY: 


RESOLVED. THAT CREDIT AND COMMERCE AMERICAN HOLDINGS, 
N.V. (SOMETIMES REFERRED TO HEREINAFTER AS THE ^COMPANY*) 
ACCEPTS THE OFFER OF ABDULLAH DARWAISH, SHEIKH KAMAL AOHAM, 
AND FAISAL SAUD AL FULAIJ TO SUBSCRIBE TO CAPITAL STOCK OF 


THE COMPANY IN CONSIDERATION OF THEIR DELIVERING TO THE 
COMPANY SHARES OF COMMON STOCK, PAR VALUE ^£'10 PER SHARE, 

OF FINANCIAL GENERAL BANK SHAPES, INC. (*FGB SHARES*)/ - ^— ■ — 
A VIRGINIA CORPORATION, THE CAPITAL STOCK OF THE COMffifY Q 
TO BE VALUED AT NOT LESS THAN U.S. <670 PER SHARE ANpHSUC iSF 
FGB SHARES TO BE VALUED AT NOT LESS THAN U.S. <15 PWWStiAee 

r ICO - I 

RESOLVED, THAT THE COMPANY OFFER TO SELL ADD I t/ A to / 
SHARES OF ITS CAPITAL STOCK FOR U.S. <870 PER SHARE IwaS: 

1 ■ ' / 

RESOLVED, THAT THE COMPANY OFFER TO CREDIT AN 6 B I 

COMMERCE AMERICAN INVESTMENT, B.V. (*CCAI +) ALL OF/ SUCH - / 
FGB SHAPES AND CASH RECEIVED FROM SUBSCRIPTION FOR/ /EH£. ^ / 
COMPANY'S SHARES IN EXCHANGE FOR CAPITAL STOCK OF /dpAfV- / 

JQ & 

RESOLVED, THAT THE COMPANY HEREBY APPROVES T HO & l 
MAKING BY CCA I OF A CASH TENDER OFFER FOR ANY ANO ALL fUl 
SHARES AT NOT LESS THAN U.S. <15 PER FGB SHAPE (THE 
♦OFFER*). 


RESOLVED, THAT IN CONNECTION WITH THE OFFER, THE 
COMPANY SHALL PREPARE AND FILE WITH THE APPROPRIATE 
REGULATORY AUTHORITIES OF THE UNITED STATES AND ANY STATE 
THEREOF ALL APPLICATIONS WHICH SHALL BE APPROPRIATE IN 
ORDER TO OBTAIN ANY NECESSARY AUTHORITY FOR CCAI TO ACQUIRE 
ANY AND ALL FGB SHARES PURSUANT TO THE OFFER. 


52-727 0 - 92-11 
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- - - - «- . • <-.»w wci i oci >“’*j ur THEM 

HEPEBY IS, AUTHORIZED AND EMPOWERED FOR AND IN THE NAME OuC.wu 

AND ON BEHALF OF THE COMPANY TO EXECUTE AND DELIVER TO 
THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM. 

PURSUANT TO SECTION 3(A)(1) OF THE BANK HOLDING COMPANY 
ACT OF 1956, AS AMENDED, AN APPLICATION FOR PRIOR APPROVAL 
BY THE BOARD OF ACTION TO BE TAKEN BY THE COMPANY WHICH 
WOULD RESULT IN ITS BECOMING A BANK HOLDING COMPANY. 

RESOLVED, THAT ROBERT A. ALTMAN, ESO. OR ANY PARTNER 
OF THE LAW FIRM OF CLIFFORD, GLASS, MCILWAIN AND FINNEY 
BE, AND EACH OF THEM HEREBY IS AUTHORIZED AND EMPOWERED 
FOR AND IN THE NAME OF THE COMPANY TO PREPARE, EXECUTE 
AND DELIVER TO ANY STATE AUTHORITY OF ANY STATE OF THE 
UNITED STATES ANY AND ALL DOCUMENTS WHICH MAY BE NECESSARY 
IN ORDER FOR CCA I TO PURCHASE THE FGB SHARES PURSUANT TO 
THE OFFER- 


RESOLVED, THAT THE COMPANY AND CCA I PREPARE AND FILE 
WITH ALL APPROPRIATE REGULATORY AUTHORITIES ALL DOCUMENTS 
AND AMENDMENTS THERETO WHICH MAY BE REQUIRED BY THE 
SECURITIES LAWS OF THE UNITED STATES OR ANY STATE THEREOF 
IN ORDER FOR CCA1 TO MAKE THE OFFER, AND THAT ROBERT A. 
ALTMAN, ESQ. , OR ANY PARTNER OF THE FIRM CLIFFORD. GLASS. 
MCILWAIN AND FINNEY, BE, AND EACH OF THEM HEREBY IS, 
AUTHORIZED AND DIRECTED TO PREPARE, EXECUTE AND FILE ALL 
SUCH DOCUMENTS. 


RESOLVED, THAT ROBERT A. ALTMAN, ESO., OR 
OF THE LAW FIRM CLIFFORD, GLASS, MCILWAIN AND F 
AND EACH OF THEM HEREBY IS, AUTHORIZED AND DIRE 
AND ON REHALF OF THE COMPANY, TO TAKE OR CAUSE 
ANY AND ALL ACTION, TO EXECUTE ANY AND ALL AGR 
CERTIFICATES, INSTRUMENTS REQUESTS OR ANY OTHE! 

OR DOCUMENTS AND DO ANY AND ALL THINGS WHICH I 
DISCRETION MAY BE NECESSARY OR ADVISABLE TO EFI 
EACH OF THE FOREGOING RESOLUTIONS, TO CARRY 01 
THEREOF INCLUDING CONSENTING TO THE COMPANY'S 
ITSELF TO ALL APPLICABLE PROVISIONS OF THE COI 
UNDERTAKINGS EXECUTED IN CONNECTION WITH THE $?fTL 
OF THE ACTION BROUGHT IN THE UNITED STATES DI6J* 

FOR THE DISTRICT OF COLUMBIA ENTITLED SECUR1 
EXCHANGE COMMISSION V. BANK OF CREDIT AND COMMERCE 
INTERNATIONAL S.A. ET AL. AND THE COMPANY SUBJECTING 
ITSELF TO THE JURISDICTION OF SUCH COURT. 

T; 



IR POSES 
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CONSENT OF DIRECTOR IN UEU OF DIRECTORS MEETING « ..... 

i y 

THE UNDERSIGNED. A DIRECTOR OF CREDIT AND COMMERCE 
AMERICAN INVESTMENT, B.V. . A NETHERLANDS CORPORATION, DOES 
HEREBY CONSENT TO THE ADOPTION OF THE FOLLOWING RESOLUTIONS 
OF THE DIRECTORS OF SUCH COMPANY: 

RESOLVED, THAT CREDIT AND COMMERCE AMERICAN INVESTMENT, 

B.V. (SOMETIMES REFERRED TO HEREINAFTER AS THE ♦COMPANY) 

ACCEPT THE OFFER OF CPEDIT AND COMMERCE AMERICAN HOLDINGS. 

N.V. ( +CCAH+) , A NETHERLANDS ANTILLES CORPORATION, TO 
SUBSCRIBE FOP CAPITAL STOCK OF THE COMPANY IN CONSIDERATION 
OF ITS DELI VERING-Jp. THE COMPANY ALL SHARES OF THE COMMON 
STOCK, PAP VALUE *.10 PER SHAPE, OF FINANCIAL GENERAL 
BANCSHARES. INC. ( ♦FGB SHARES+) AND CASH WHICH CCAH 
RECEIVES UPON SUBSCRIPTION FOR ITS CAPITAL STOCK. 

RESOLVED, THAT THE COMPANY HEREBY APPROVES THETAKING 
OF ALL STEPS NECESSARY OR APPROPRIATE TO PURCHASE ANY AND 
ALL FGB SHARES BY MEANS OF A CASH TENDER OFFEP AT NOT 
LESS THAN U.S. ^15 PEP SHAPE (THE ♦OFFER ♦). 

RESOLVED, THAT IN CONNECTION WITH THE OFFER. THE 
COMPANY SHALL PREPARE AND FILE WITH THE UNITED STATES 
FEDERAL RESEPVE BOARD AND ALL OTHER APPROPRIATE REGULATORY 
AUTHORITIES OF THE UNITED STATES AND ANY STATE THEREOF ALL 
APPLICATIONS WHICH SHALL BE APPROPRIATE IN ORDER TO OBTAIN 
ANY NECESSARY AUTHORITY FOR THE COMPANY 
ALL FGB SHAPES PURSUANT TO THE OFFER. 

RESOLVED, THAT ROBERT A. ALTMAN, ESC. OR 
OF THE LAW FIRM OF CLIFFORD, GLASS, MCILWAIN AND 
COUNSEL TO THE COMPANY AND CREDIT AND COMMERCE 
HOLDINGS, N.V., BE AND EACH OF THEM IS, AUTHOPIZ 
EMPOWERED FOR AND IN THE NAME AND ON BEHALF OF 
TO EXECUTE AND DELIVER TO THE BOARD OF GOVE 
FEDERAL RESERVE SYSTEM, PURSUANT TO SECTION 3(A 
OF THE BANK HOLDING COMPANY ACT OF 1956. AS 
AN APPLICATION FOR PRIOR APPROVAL BY THE BOARD 
TO BE TAKEN BY THE COMPANY WHICH WOULD RESULT I 
BECOMING A BANK HOLDING COMPANY. 

RESOLVED, THAT ROBERT A. ALTMAN. ESC. OR ANY. PARTNER 
OF THE LAW FIRM OF CLIFFORD, GLASS. MCILWAIN AND FINNEY 
BE, ANO EACH OF THEM HEREBY IS, AUTHORIZED AND EMPOWERED 
FOR AND IN THE NAME OF THE COMPANY TO PREPARE, EXECUTE AND 
DELIVER TO ANY STATE AUTHORITY OF ANY STATE OF THE UNITED 
STATES ANY AND ALL DOCUMENTS WHICH MAY BE NECESSARY IN 
ORDEO FOR THE COMPANY TO PURCHASE THE FGB SHARES PURSUANT 
TO THE OFFEP. 
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RESOLVED, THAT THE COMPANY PREPARE AND FILE WITH ALL 
APPROPRIATE REGULATORY AUTHORITIES OF THE UNITED STATES ALL 
DOCUMENTS AND AMENDMENTS THERETO WHICH MAY BE REQUIRED BY 
THE SECURITIES LAWS OF THE UNITED STATES OR ANY STATE THEREOF 
IN ORDER FOR THE COMPANY TO MAKE THE OFFER, AND THAT ROBERT 
A. ALTMAN, ESC. OR ANY PARTNER OF THE FIRM CLIFFORD, 

MCI LWAIN AND FINNEY BE, AND EACH OF THEM HEREBY IS 
AUTHOR 1 7 ED AND DIRECTED TO PREPARE, EXECUTE AND FILE ALL 
SUCH DOCUMENTS. 

RESOLVED, THAT PRIOR TO THE MAKING OF THE OFFER THE 
COMPANY SHWfct^OFFER TO ALL PERSONS WHO SOLD THEIR FGB SHARES 
IN THE OPEr*?MAf»T DURING DECEMBER 1977 AND JANUARY 1976 
TO EITHEFjf &IEII$*i/kaMAL ADHAM OR FAISAL SAUD AL FULAIJ THE 
OPPORTUNITY Tli^ESCIND SUCH TRANSACTIONS AS REQUIRED BY 
THE ORDSfcjDg^nW UNITED STATES DISTRICT COURT FOR THE 
DISTRICT QF-^CflUJMBIA IN THE ACTION ENTITLED FINANCIAL 
GENERAL/ BA«Sgl«PES, INC. V. 3. LANCE ET AL. 

RtSf)t:?$y THAT ROBERT A. ALTMAN. ESC. OR ANY PARTNER 
OF THB UA^eifM CLIFFORD, GLASS, MCILWAIN AND FINNEY. BE. 

AND HEREBY IS AUTHORIZED AND DIRECTED FOR 

AND ONCeeflfllff OF THE COMPANY, TO TAKE OR CAUSE TO BE- 
TAKEI/UNY 3Np ALL ACTION, TO EXECUTE ANY AND ALL AGREEMENTS, 
CERTIQCAttf, INSTRUMENTS, REQUESTS OR ANY OTHER INSTRUMENTS 
OR DOCCWEttCf AND DO ANY AND ALL THINGS WHICH IN THEIR SOLE 
DISCRETION MAY BE NECESSARY OR ADVISABLE TO EFFECTUATE 
EACH OF THE FOREGOING RESOLUTIONS TO CARRY OUT THE PURPOSE 
THEREOF, INCLUDING CONSENTING TO THE COMPANY'S SUBJECTING 
ITSELF TO ALL APPLICABLE PROVISIONS OF THE CONSENTS AND 
UNDERTAKINGS EXECUTED IN CONNECTION WITH THE SETTLEMENT 
OF THE ACTION BROUGHT IN THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA ENTITLED SECURITIES AND 
EXCHANGE COMMISSION V. BANK OF CREDIT AND COMMERCE 
INTERNATIONAL, S.A. , ET AL. AND THE COMPANY SUBJECTING 
ITSELF TO THE JURISDICTION OF SUCH COURT. 

DATED: 

,„r- DIRECTOR 

- 49C J 


THANK YOU. 
RICHARD COHEN 
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AMERICAN EXPRESS INTERNATIONAL BANKING CORPORATION. AMERICAN EXPRESS PLAZA. NEW YORK. NEW YORK KX)04 


JAN KRUTHOFFER 

MNtOP MCI MCSKMNT 


CGG 


July 20, 1978 


► 




Mr. Rahim M. Irvani 
C halcn an 

Melll Industrial Group 
Tehran, Iran 
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STRICTLY PRIVATE AND CONFIDENTIAL 


Background Information and Personal Financial 
Statement of Bahman M. Irvani 
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Education 

1971 - 1974 

1974 - 1977 

1977 

1982 


Work Experience 
1977 - 1979 

1980 - 1982 
1982 - date 

Personal 


B AHMAN M . I RV MI 


Pembroke College, Cambridge 
B.A. (Hon.) Economics 

Coopers & Lybrand trainee 

Associate Chartered Accountant 

Fellow of the Institute of 
Chartered Accountants in 
England and Wales 


Management Consulting and Internal 
Auditing firm of Bahman Irvani 
& Associates 

Moorgate Merchants Ltd. 

Granite Holdings Inc., President 


Born: 1952 

British Citizen 
Married, three children 
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Financial Statement 


The following items constitute the major real estate assets and 
liabilities of Ali Irvani: 



Value 

Mortaaae 

Net 

Houses 

$ 

$ 

$ 

28 Bracknell Gdns 

London NW3 

3,000,000 

— 

3,000,000 

2135 R Street 

Washington, D.C. 
Buildinas 

1,000,000 

350,000 

650,000 

16 Mittleweg 

Frankfurt , Germany 

2,500,000 

600,000 

1,900,000 

/915 15th Street 

* Washington, D.C. 
(50% Interest) 

11,000,000 

5,250,000 

2,875,000 

1331 H Street - ii vf*— 


Washington, D.C. 
(50% Interest) 

1319 F Street 

17,000,000 

" 11,000,000 

3,000,000 

Washington, D.C. 12,500,000 

(50% Interest) 

' 1019 19th Street C.cdu'QAjJy-'’ 

8 , 500,000 

2,000,000 

Washington, D.C. 
(50% Interest) 

^Granite Building 
Buford, Georgia 
10,000 square foot 
fully leased office 

23,000,000 

14,775,000 

4,112,000 

building 

(50 percent interest) 
Other real estate 

1,100,000 


550,000 


holdings in Georgia 800,000 

(50 percent interest) 


400,000 



825 



Land 

Commonwealth Park 
Buford, Georgia 
300 acre light 
manufacturing park 
of which 240 acres 
are being held as 
investment . S ituat^d 
in Gwinnet County, 
being fastest growing 
county in USA with 
population in excess 
of 100,000 in 1984, 

1985, 1986 & 1987 8,000,000 

(50 percent interest) 



Family investments in manufacturing facilities in Georgia 
and other investments overseas are not included. 
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om: May 8 , 1989 


B.A. Palkhiwala 

from: General Manager - U.S. A. 


Mr. Imtiaz Ahmed 
Central Credit 
BCC, London 


SUBJECT: Longacre S.A./AR De Realty N.V. 

A li & , B ah man Irvani 


Enclosed a proposal for $60,000,000 interim financing for 
acquisition of AR De Realty N.V. by Longacre S.A. 

Messrs Ali & Bahman Irvani, the principals, are very well known to 
BCC group. The relationship dates back to mid 70's. Their 
activities in the U.S. real estate market has expanded since 1985, 
although they have held passive property investments in the U.S. 
since 1976. 


Longacre S.A. has been formed by Irvanis to acquire 100% stock of 
AR De Realty N.V., a Netherland Antilles Corporation, which owns 
a major New York office building. The ultimate source of funds for 
the acquisition of shares of AR De Realty N.V. will be the proceeds 
of a Participation Debt of US $175,000,000 that Morgan Stanley 
Realty will place on the building owned by AR De Realty N.V. This 
loan is based on value of over $200,000,000 placed by Morgan 
Stanley. 

Total purchase price of AR De Realty N.V. is $145,000,000 payable 
as follows: 


By assumption of first mortgage 
(9% fixed interest) 


$ 85,000,000 


Cash (loan proceeds of BCC) 

TOTAL 


$ 60.000.000 
$145.000.000 


The building is located on 150 E. 58th Street in the Plaza District 
of New York's Manhattan and is the primary showroom building for 
the contract furniture trade in New York. It consists of 550,000 
sq.ft, of which approximately 50% are offices and balance is 
showrooms . 

The net operating income of the property, as forecasted by Morgan 
Stanley, is to be at $12.5MM in 1989. The building is presently 
at a 90% occupancy level, and its lobby and common areas have 
recently been totally renovated. It is in excellent physical 
condition. 


The corporation being acquired, AR De Realty, is a Netherland 
Antilles Corporation which was formed to own and run the said 
building. Negotiations with AR De Realty to purchase the building 
centered on a purchase price range of $210,000,000 of which 30% or 
$63,000,000 would represent U.S. Capital gains taxes. 


331 


Re: Longacre S.A./AR De Realty N.V. 

All & Bahman Irvani 
May 8 , 1989 
Page Two 


As a matter of strategy, that allows for overseas tax advantages, 
the purchase of the shares of this one asset company has been 
accomplished at $145,000,000 as against a asset value of over 
$ 210 , 000 , 000 . 

The strategy allows the buyer to pay the seller the net amount they 
would have received had they sold the building directly i.e. 
$147,000,000 ($210,000,000 less capital gain tax of $63,000,000). 

Under U.S. tax laws, gains in the sale of shares of a foreign 
corporation registered in the Netherlands Antilles is not subject 
to U.S. taxes. 

The deferred tax carried forward is payable only at the time of the 
actual sale of the property out of the foreign-owned corporation. 
As such the Bank being a creditor will have priority in the 
repayment of its loans and can therefore view this deferral as an 
equivalent of the buyers equity in the corporation/building. 

Morgan Stanley, as you are aware, is one of the premier U.S. 
Financial & Real Estate institution. They have successfully 
financed three previous projects of Messrs Irvanis. 

Irvani brothers run a very professional and sophisticated operation 
in the U.S. and deals only with prime banks & institutions like 
Morgan Stanley, Peat Marwick & Michel 1, Chadbourne & Parke, etc. 

We strongly recommend your approval of enclosed transaction. Our 
recommendation is essentially based upon the following: 

1. Adequately secured - (including $12 million deposit that will 

be maintained till repayment, under our 
lien) 

2. Good pricing. 

3. Short term. 

4. Unquestionable quality of collateral. 

5. First class track record of the customer with BCC. 

6. Excellent potential for future such business. 
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(5) We shall be able to arrange funding from own resources upto 
$37MM as follows. 


1. Deposit from in borrower = 

2. Our own liquidity = 

3. Borrowing from Central Treasury = 


$ 12 , 000,000 
$ 10 , 000,000 



We shall, however, seek your assistance in organizing the 
source at #4. 


(5) Letter of comfort from Morgan Stanley has not yet been 
finalized. Essentially it would explain the logistic of them 
being optimistic about raising financing from the market 
within six months. We shall forward the text of said letter 
for your review before the disbursement. 
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IN THE SUPERIOR COURT OF GWINNETT COUNTY 
STATE OF GEORGIA 


G r H MONTAGE GmbH, 
Plaintiff, 
v. 


RAHIM M. IRVANI; NEWTON 
C D-LXC! WEALTH PROPERTY . N . V . , 
a Netherlands Antilles j 

corporation; gwinnett ) 

fWPRRTY, N.V., a Netherlands ) 
Antilles corporation; GEORGIA ) 
INDUSTRIES, INC., a Georgia ) 
corporation; GRANITE ) 

INDUSTRIAL DEVELOPMENT AND ) 
SERVICES CORPORATION, a ) 

Georgia Corporation; CALVZPT • 
^PROPERTY , N.V., f/k/a SAN ) 
FRANCISCO POST STREET ' 

PROPERTY, N.V., a Netherlands > 
Antilles corporation; OKABASHI) 
(U.S.) CORPORATION, a Georgia ) 
corporation; GIF CORPORATION, ) 
a Georgia corporation; and ) 
EUCALYPTUS FINANCE, N.V. , ) 

a Netherlands Antilles ) 

corporation, ) 



. r ...S&<dZS 


CIVIL ACTION 

FILE NO. A8-A-3571-4 

9 


ITj 

cv- 

- J 


.r f> 


Defendants. 


NOTI CE , !‘0. TA.Kfc OK WSIfJ 
PLEASE TAKE NOTICE that on Tuesday, August 3, 1935, coosiepul ;:g 
at 1:00 p.ir,. at the offices of 3«*ker 1 Kcsteti^-r, Suite lire. 1*30 
Connecticut Avenue, Washington, D.C., piamtif r c - ri scontag* h 
t take the deposition of Bar./c or Credit <* Cor 
international upon oral examination pursuant to the Georgia Civil 
Practice Act, Sections 26 ar.d 30 (O.c.G.A. §9-11-26 and 59-11-3 Cj. 
Pursuant to the Georgia Civil Practice Act, Section 20 •£;{*: 


(O.C.G.A. §9-il-30(b) (6) } , deponent is required to designate one 
cr of its officers, directors, manor : :.g agents, other 


At. tachnent 1 
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persons who consent to testify on its behalf as to matters known 
or reasonably available to the organization with respect to each 
of the following: 

(1) All facts or records pertaining to any account with Sank 
of Credit t Commerce, International in which any of the 
following persons or entities has or had any direct, 
Indirect or beneficial interest: 

(a) Rahim M. Irvani; 

(b) Newton Commonwealth Property, N.V.; 

(c) Gwinnett Property, N.V. ; 

(d) Georgia Industries, Inc.; 

(e) Granite. Industrial Development & Services 
Corporation; 

(f) Calvert Property, N.V./ 

(g) San Francisco Post Street Property, N.V,; 

(h) Okabashi (V.S.) Corporation; 

(i) GIF Corporation; 

(j) Granite Holding, Inc.; 

(X) Eucalyptus Finance, N.V./ 

(1) flahman Irvani; 

(a) All Irvani; 

(n) 2inat Irvani; 

(o) Anbar Montakhab; 

(p) Maryam Irvani ; 

(q) Nezhat Irvani; 

(r) Kazem Irvani; 

- 2 - 
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(s) Fujita (U.S.) Corporation; 

(t) Kangar Investments? 

(u) Rivken Property, N.v. ? 

(v) Savoy Investments, A .G.; 

(w) Sun Investment s f A.G. ; 

(x) Capital Shoe Corporation? 

(y) Moorgate Merchants, Ltd.? 

(z) Melil Industrial Group; 

(aa) Mel 11 Shoe Company; 

(bb) Industrial Development and Services (I.D.S.); and 
(cc) Transaxial GmbH 

(2) All fact3 or records pertaining to any loan, financing, 
or other extension or guarantee of credit to or on bchslf 
of any of the persons or entities listed above in 
paragraph (1). 

(3) All facts or records relating to each in* tan in which 
any of the persons or entities listed *hoVO a .n 

(1) guaranteed, co-signed, endorsed, or otherwise offered 
his, her or its personal credit or assets to induce or 
secure the extension of credit to anyone. 

(4 5 All facts or records relating to any safe deposit box 
ever maintained by any of the persons or entities listed 
above in paragraph (1) . 

(5) All facts or records relating to any ownership interest 
(whether direct or indirect, legal, beneficial or 
equitable) in Bank of Credit & Commerce, International 


- 3 - 
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cr any bank or company related to or affiliated with 
of Credit & Commerce, International (wherever located) 
held by or on behalf of any of the persons or entities 
identified above in paragraph (1), and all facta cr 
records relating to any attempt of or inquiry by such 
persons or entities to acquire any such interest in Bank 
of Credit 6 Commerce, International cr any bank or 
company related to or affiliated with Bank of Credit & 
Commerce, International (wherever located) . 

(6) All facts or records relating to any business or 
professional communications or dealings betvee u or among 
any of the persons or entities named above in paragraph 
(1) on the one hand, and Bank of Credit * Commerce, 
International or any bank or company related to or 
affiliated with Bank of Credit & Commerce, International 
(wherever located) , on the ether. 

(7) All facts or records relating to any property inbs.?vi>t 

(whether direct, indirect, beneficial cr equitable) or 
any property owned, possessed, controlled or otherwise 
held by any of the persons or entities f l«*d in 

paragraph (l). 

(3) All facts or records relating to any monetary obligation 
or debt owed by or to any of the persons or entitles 
identified in paragraph (1). 

($) The identity and regular location of any and ail records 
or other documents relating to any of the facts included 


4 - 
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above in paragraph (1) through (8) . 

(10) All facts regarding the identity, regular location, and 
subject matter of the records or other documents 
requested to be produced at the deposition described 
hereto, 

PLEASE TAKE FURTHER HOT T OF. that with this Notice To Take 
Deposition, deponent is being served with a Subpoena Duces Tecum, 
and will be requested to produce the documents listed on Exhibit 
A attached hereto. 

The deposition of the deponent la being taken for the purposes 
of discovery and any other purpose authorized by the Georgia Civil 
Practice Act and will continue from day to day ur-tn "hv 
eva-rd nation if? completed. The deposition vill be conducted before 
a court reporter or other person authorized by law to adnSni&r :>.? 
oaths and transcribe testimony. You are invited to at lend *nd 


examine the witness. 

This 5 day of 



1939. 


< 5 


G . Dean Booth 
Georgia Bar No. C67900 


m . r c"»onn 


0^5 


L &J Z*- 

L. Dale Gwens 
Georgia Bar No. 


55 74 82 





c 


Booth, Wade & Campbell 
56 Perimeter Center East 
Suite 410 

Atlanta, GA 30116 
Attorneys for Plaintiff 
G + H Montage GmbH 



Mr. B. A. Palkhiwala 
BCCI, New York 
Page Five 


344 


Appendix i 

To Letter Dated May 1, 1989 


Previous transaction of a similar nature completed with BCCI Group are 

recounted below in order to display the strategy employed. This is 

confidential and for BCCI use only. 

Date Event 

Nov 1987 Property Company owned by non-U. S. sellers 

identified with a contingent tax liability. 

Dec 1987 Property Company sold its property for 

$12,500,000 and agreed to sell the company, 
plus its contingent tax liability to Eastbild 
for $8,500,000. 

Jan 1988 $8,000,000 was borrowed from BCCI agency to 

acquire shares - a 12 month facility. 

Apr 1988 The sales proceeds of $12,500,000* was used to 

purchase a building in Washington D.C. qualifying 

the Buyer (ourselves) to defer $4,000,000 of 

taxes indefinitely until a resale of that property. 

May 1988 Refinanced the Acquired Building by $11,000,000 of 

non-recourse debt indicating that the asset was 
purchased at a very favorable price. Morgan Stanley 
was used to obtain financing on the property. 

May 1988 BCCI loan of $8,000,000 was repaid from the mortgage 

proceeds (12 months loan repaid in 4 months). 


The New York transaction is more simple than the above transactions in 
that: 


(1) All legal and tax matters relating to these 
transactions have been studied and fine-tuned by us. 

(ii) At the time of borrowing the $8,000,000, the 
building to be purchased was not Identified so a take- 
out could not be detailed. 

(iii) With AR De Realty N.V., Morgan Stanley has 
already started the process of refinancing and has 
excellent feedback from the marketplace. 



Mr. B. A. Palkhiwala 
BCCI, New York 
Page Six 
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Appendix II 

Resale Price & Facility 


EXAMPLE #1 : 

Sale Price in year X based on a very 
conservative basis assuming no appreciation 
in property values in Manhattan's prime 
sections: 

Less: Loan 

Loan 


Tax (approximately) 


$210,000,000 
( 85,000,000) 
( 60.000.000 1 
65,000,000 
( 60,000,000) 


Balance: 


$ 5,000,000 


EXAMPLE #2 : 

Sales Price in year X based on falling real 
estate value, assuming worst case scenario: 
say: 

Less: Loans: $85,000,000 + $60,000,000 

Taxes: 


$180,000,000 
( 145.000.000 1 
$ 35,000,000 
(_35 1 000. l 00g) 
$ nil 


With this scenario the IRS receives the balance available as full payment of 
its dues on the property, even though the original tax base was $60,000,000. 
The fall in the value of property is passed on as a tax reduction as under 
U.S. tax regulations creditors come first in repayment priority and losses are 
tax deductible. 

The effect of the above is to demonstrate that the bank is always secured even 
in the worst case basis. 
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WITH REFERENCE TO THE ABOVE CREDIT APPLICATION WHICH WAS ALSO THE SUBJECT 

OF DISCUSSION WITH YOURSELF IN 'LONDON, THE MAIN ISSUES INVOLVED ARE AS 

FOLLOWS: 

(1) THE PROPOSAL INVOLVES SUBSTANTIAL EXPOSURE EVEN IF A SECOND RECORDED 
MORTGAGE WERE AVAILABLE ( . ) IN ITS PRESENT FORM, THE PROSPECT OF 
EXTENDING A FACILITY ON THE BASIS OF AN UNRECORDED MORTGAGE IS QUITE 
FORMIDABLE ( . ) 

(2) FOR CALCULATION OF EQUITY WE HAD DEDUCTED TOE AMOUNT OF CAPITAL GAINS 
TAX THAT WOULD BBCCKC PAYABLE ( . ) PLEASE CONFIRM WHETHER IT WILL BE 
POSSIBLE TO DEFER THIS TAX FOR ANY PROSPECTIVE BUYER OF TOE PROPERTY 
AND THAT THIS FACILITY IS NOT RESTRICTED TO. FOR EXAMPLE OVERSEAS 
BUYERS ONLY, ETC( . ) 

(3) WE WERE INFORKED THAT A DIRECT LIEN MAY NOT BE POSSIBLE - IF THIS 
FACILITY IS TO BE PROGRESSED THE CENTRAL CREDIT COMMITTEE WILL 
CERTAINLY INSIST ON A LIEN BEING PERFECTED ON TOE DEPOSITS OF US$12 
MILLION! • ) 

(4) WE WERE INFORKED THAT US$500,000 IS PAYABLE AS FRONT-END FEE - THE 
CENTRAL CREDIT CCKMITTEE ON SUCH A DEAL WOULD BE LOOKING AT THE REGION 
OF 3 % FLAT IN CCKMISSIG^FEESC . ) 

(5) EVEN IF THE CENTRAL CREDIT GGKMITTEE WERE TO APPROVE TOE CREDIT RISK 
INVOLVED WE WOULD STILL NEED TO EXPLAIN TOE FUNDING ARRANGEMENTS! . ) 

( 6 ) AS DISCUSSED IN LONDON WE AWAIT TEXT OF TOE LETTER OF CCMORT THAT 
WILL BE AVAILABLE FROM MORGAN STANLEY! • ) 


REGARDS!.) 



KHALID SHARWANI 


CENTRAL CREDIT DIVISION 
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DRAFT 

Kay 26, 1989 


Mr. Khalid Sharvani 
Central Credit Division 
BCC, London 


RE: 


Reference your message of May 22, 1989. 

(1) We are exposed to the risk of customer obtaining 
additional funding against junior recorded mortgage 
without our approval/ information. 

Since 100% stocks of the corporation will be pledged to BCC, 
therefore one of the officers of the bank could be nominated 
as ex-officer director of the corporation whose signatures 
will be essential on all the actions of the corporation. As 
such any additional financing request would only be legal if 
signed by the said officer. 

In case of default, however, we will foreclose on shares of 
the corporation and become 100% owner of the assets of the 
corporation. 

(2) In case of foreclosure, the secured credit or saet priority 
over all others except property taxes & EPA ^Federal liens. 
This has confirmed by our legal counsel. White & Case. 

Gain tax 6 other IRS liens come behind the secured creditors. 
However, if IRS records their lien prior to us doing so, our 
exposure stand a risk of being treated as 
IRS. 

In this particularly case the property taxes are being paid 
thru the first mortgage holder & there is no violation as far 
as EPA (Environmental Protection Agency) is concerned. 

(3) Lien on deposit will be perfected before any drawdown is 
permitted. 

(4) Front end fee will be negotiated upwards after receipt of your 
agreement in principle. 


to that of 
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Latm America k Carman Kgoonal Ohxe 

mwtm wwnnnnnMinMinnfMyiinrtmiftr 1/M/M CRT/3ER7 


tend* Kuan » Nr. Kaaaan Verves 

BCC Hiani Agency 

2mai_isBBB 


Wa aneloaa oopy of approval aota raoeived fra Can t ral 
Cradlt Division London for a short tan loan facility of 
US$3 million along with tha oorr oa pondanoa oschangad in this 
eonnaction for your information and rec o rds. Wa also 
anolosa draft copy of a lottar addressed to Nr. Bahsan N. 
Zrvani with a demand promissory aota to bo signad by him. 
Na shall ba plaasad (subject to tha acceptability of tha 
latter by you) that tha latter is sent to Nr. Zrvani. Tha 
terms and conditions of tha' facility bava boon spelled out 
in tha lottar and the anelosad oorro a po n d an oa. Tha loan is 
to ba disbursed on completion of all tha formalities. 


In com you require any assistance in connection with 
completion of formaltiu, please lot us know. 


Kagards, 




Enclosures 



Bank or Cuncr and Commence International 



00/3957 
Hbnur 9, 1959 


Hr. Mimb H. Irvani 

Sranlta Industrial Dovalopaant a 

Sarvioas Corporation 


Daar Hr. Zrvani: 


With rafaranca to your lattar datad Fabruary 7, 1999 raquasting 

for a loan for 08$500,00, va advisa as undar: 

1. Ho hava not to data racaivad confiraation froa our branch in 
London and Frankfurt as to tha intarast of BCC Nassau having 
boon rogistarad in tha nortgaga at Craanvay Cardans, u.K. 
and tha eoaaareial p ro par t y at Frankfurt, Carnany. 

3. Ton hava ooaplatad tha docunants which aantidna ovardraft 
wh a r a as you hava raqu ast ad for a loan. 

3. Tha lattar of disbursaaant has to ba axacutad at tha data of 
tha finalisation of tha loan. 

4. Ha anelosa account opaning fora and spaciaan signature card 
for an account to bo opanad in your naaa at BCCX Nassau,' 
Bahaas s. Plaasa raturn thasa foras to us duly ooaplatad and 
signad. Flaasa nets that va shall only ba in a position to 
diabursa the loan aftar tha coaplation of all foraalitias. 


4 

8. u. sakrani 


Snelosuns 


•OCUM 


FAX:0O8»371«7M 
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Bank of Credit and Commerce International 



CRT/3957 
February 8, 1989 


Mr. Batman M. Xrvani 

Granita Industrial Development 8 

Services Corporation 

Oaar Mr. Irvanlt 


With rafaranea to your lattar datad FUbruary 7, 1989 requesting 

for a loan for US$500,00, «a advise as undart 

1. Wa hava not to data received oonfirnation fros our branch in 
London and Frankfurt as to tha intarast of BCC Nassau having 
boon ragistarad in tha nortgaga at Gr aa nway cardans, U.K. 
and tha casaarcial proparty at Frankfurt, Germany. 

2. You hava eoaplatad tha doeuaants «hlc8 aantions overdraft 
aharaas you hava requested for a loan. 

3. Tha lattar of disbursanant has to bo axaeutad at tha data of 
tha finalisation of tha loan. 

4. Wo onclosa account opening fora and apa c lna n signature card 
for an account to be opened in your none at BCd Nassau, 
Bahamas. Flaasa return these forms to os duly completed and 
signed. Flaasa note that wa shall only be in a position to 
disburse tha loan after tha completion of all formalities. 

Regards, 

sdizOJvM-* 

8.0. Sakrtni 


/™ 

Enclosures 


TELEPHONE: (306) 374*1 


TELEX: 


•CCLAft 


FAX:P0*371-C7M 
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Latin America ft Caribbean Regional Office 

MOO afWCXEU AVCNUK. «•» *00*. MAIM. FIOMO* U *A 


moM: Band* Bmn 


DATE: 5/2/89 CRT/4541 


to Hr. Iatlas Ahmed 

Central Credit Division 
BCC1 London 


•USJ«CT: Hr. Rahman M. Irvenl Loene US$3 Million 


Ve Invite yoru kind attention to our nemo CRT/4456 dated 4/21/89 and 
shall be thankful to receive your early instructions in the natter 
(copy enclosed for your ready reference). 

Regards, 





Enc 
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Latin America & Caribbean Regional Office 

ItOO •mcxtu. AVfNUC. 1MH PUXM. MUM. FLOMDA U S* 


noM; Shabbar Jawald 


subject: Hr. Rahman M. Irvanl 
Loan Ps»3 Million 


May 5» 1989 CRT/A593 


to- Mr* Khalld Sharwanl 

Cantral Cradlt Division 
BCCI London 


Vs rsfsr to your ataorandua datsd 28th April , 1989 eonvtylng Cantral Cradlt 
Committee's approval of bridging loan facility of US$3 Billion In favour 
of abova cus toner. 

Copy of corporate unit latter said to have bean enclosed with your nemo was 
not received which please forward. 


Regards , 



h 
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Responses of Secretary Mulholland to Questions Asked by Senator Kerry 

Question . Did the information provided to you by the CIA concerning BCCI in 
1985 include any references to any interests held by BCCI in the United States? If 
so, please identify the references. 

Answer. I do not recall any reference to interests held by BCCI in the United 
States in the CIA information provided me in 1985. Secondary documents prepared 
by CIA (identified in the answer below), however, suggest that such references were 
contained in the 1985 CIA information. 

Question. Did you undertake any action at Treasury in response to receiving the 
information from the CIA in 1985? If so, please specify each such action undertaken. 

Answer. I do not recall any action I took in response to the information received 
from CIA in 1985. As I testified to the Subcommittee, however, secondary documents 
prepared by CIA indicate that I presented such information on one occasion to then- 
Secretary Donald Regan and, subsequently, to a senior official in the Office of the 
Comptroller of the Currency (OCC). 

Question. Apart from the 1985 memorandum regarding BCCI prepared by the 
CLA, did you obtain information regarding BCCI in 1984 or 1985 from any other 
source? 

Answer. I have no recollection of receiving information on BCCI in 1984 or 1985 
from any source other than CIA. 

Question. To whom in the U.S. Government did you provide information regard- 
ing BCCI in 1985? Please identify the documents provided in each case, and the sub- 
stance of what was discussed to the extent it related to any interest held by BCCI in 
the United States. 

Answer. I do not recall having provided information on BCCI to anyone in the 
U.S. Government in 1985. As noted in my answer to questions 1 and 2, however, 
secondary documents indicate I showed CIA-provided information to Secretary 
Regan and an OCC official in 1985 and that this CIA-provided information con- 
tained references to interests held by BCCI in the United States. 

Question. You referred to “secondary source documents” in your testimony as the 
only source for information, apart from personal recollection, which you have had 
for your testimony pertaining to BCCI. Please identify these “secondary source doc- 
uments,” and the dates you reviewed each such document. 

Answer. My use of the term “secondary source documents” referred to two docu- 
ments: 

—A chronology prepared by CIA in August 1991 of BCCI related material for 
the period November 1984 through April 1985 based on classified cables. I prob- 
ably received this report in late summer or early fall of 1991. 

— Excerpts from a classified CIA cable concerning BCCI dated April 1985, 
which I received sometime in December 1991. 

Question. Did you ever ask for information concerning BCCI’s interest in U.S. in- 
stitutions from the CIA? If so, did the CIA provide you with information regarding 
this issue? 

Answer. I do not recall asking CIA for information on BCCI’s interest in U.S. in- 
stitutions, but a secondary source document indicates that I did make such a re- 
quest and apparently was provided with the name of a bank holding company. 

Question. Did you learn of any action taken by Secretary Regan in response to 
receiving information in 1985 through you concerning BCCI? If so, please specify. 

Answer. I have no knowledge of any action taken by Secretary Regan on BCCI in 
response to information I provided him in 1985. 

And I want to thank all of you very much for taking the time to 
be here today. We appreciate it. We stand adjourned. 

[Whereupon, at 4:55 p.m., the hearing adjourned, to reconvene at 
9:36 a.m., March 18, 1992.] 




BCCI INTERNATIONAL CRIMINAL ACTIVITY 


WEDNESDAY, MARCH 18, 1992 
U.S. Senate, 

Subcommittee on Terrorism, Narcotics, and 

International Operations 
op the Committee on Foreign Relations, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:36 a.m., in room 
SD-419, Dirksen Senate Office Building, Hon. John F. Kerry (chair- 
man of the subcommittee) presiding. 

Present: Senators Pell, Kerry, and Brown. 

Senator Kerry. The Subcommittee on Narcotics, Terrorism, and 
International Operations will come to order. I know that Senator 
Brown is shortly going to be here. And are going to commence, 
with his indulgence, in order to try to run through some initial 
comments on a number of different subjects. 

This is yet another in the series of hearings that we have been 
holding on the BCCI affair. Today, we are going to hear from Fed- 
eral prisoner Nazir Chinoy. He was formerly the head of BCCI’s 
Paris office, and he has been convicted of drug money laundering 
in the Tampa case against BCCI. 

Mr. Chinoy, for the record, is here under a writ that was unani- 
mously granted in November by the Foreign Relations Committee. 
At the request of law enforcement we have delayed his appearance 
here for 3 months, until he could first be interviewed by represent- 
atives of the Justice Department and the New York District Attor- 
ney’s office. 

I would like to express my appreciation to both of them, and par- 
ticularly I would like to express my appreciation to the Justice De- 
partment at this point. I know that many people are aware that 
there have been some wranglings and tanglings between this com- 
mittee and Justice. But as I have said, I think that Robert Mueller, 
the head of the criminal division, has been earnestly trying to 
create a cooperative atmosphere between us. And I think that has 
happened and is happening, and I appreciate the cooperative effort 
with respect to the appearance of this particular witness. 

Before he testifies, there are a couple of issues that I wish to 
raise, one of which involves, I think, a fundamental question of a 
conflict of interest involving BCCI and President Bush’s campaign. 
In recent days we have learned through public articles, an article 
that appeared on the front page of the Wall Street Journal, that 
President Bush’s deputy presidential campaign manager, Mr. 
James Lake, is today simultaneously representing another major 

( 355 ) 
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figure within the BCCI question, and that is Sheikh Zayed of Abu 
Dhabi. 

This committee has drawn no conclusion whatsoever about 
Sheikh Zayed’s role or anyone’s role in Abu Dhabi. But there is a 
sufficient body of evidence and questions that suggest that there 
are yet unanswered questions regarding the role of Abu Dhabi and 
the role of the family with respect to the activities of BCCI. 

It is impossible not to question the propriety of the President of 
the United States’ campaign being managed by someone who is si- 
multaneously being paid over $200,000 every 3 months to represent 
BCCI’s biggest shareholder. Now I do not know precisely what serv- 
ices Mr. Lake is providing Sheikh Zayed pertaining to BCCI and I 
do not know what precise services he is providing to President 
Bush’s campaign as deputy campaign manager, but I do know that 
there appears to be an impropriety in that relationship, there is 
the appearance of it. 

The American public needs to have confidence that no one is in a 
position to act as a BCCI fixer. Last fall, before his campaign was 
underway, the President was sensitive to this and he moved quick- 
ly to distance himself from a former White House aide who, like 
Mr. Lake, was representing a major BCCI figure. 

To be blunt, I do not believe that Mr. Lake should be sitting in 
on White House campaign strategy meetings while he is also pro- 
viding strategy to Sheikh Zayed on how to deal with problems aris- 
ing out of his ownership of BCCI. I therefore call on President 
Bush to ask Mr. Lake to resolve this question of conflict one way or 
the other; either to cease representing the sheikh, or more appro- 
priately, frankly, because of the existence of the relationship and 
the appearance, to resign from his position with the President’s 
campaign. 

It seems to me that that is appropriate, and especially necessary 
in light of the actions that have already taken place and that are 
on the record with respect to U.S. Government involvement in the 
BCCI question. In past hearings we have learned of CIA use of the 
bank. Questions still linger about that involvement. We have 
learned of BCCI’s use of agricultural guarantee programs of this 
country, of BCCI’s ties to various United States political figures. 

Recently in the investigation that my staff has done with respect 
to the role of former White House political director Ed Rogers in 
connection with BCCI front man Kamal Adham, we have learned 
that Mr. Rogers met Saudi arms broker Adnan Khashoggi before 
agreeing to represent Adham in the United States, and that he dis- 
cussed the representation with Mr. Khashoggi. 

Perhaps the meeting with Khashoggi and Rogers was entirely in- 
nocent. On the other hand, it is odd that Rogers met with Kha- 
shoggi and discussed Adham prior to taking the account, given 
Khashoggi’s own relationship to BCCI and to the U.S. Government. 
Mr. Khashoggi had a number of accounts at BCCI and he made use 
of the bank in Paris, London, and the Grand Caymans. 

Moreover, Mr. Khashoggi used BCCI to finance secret shipments 
of weapons from the United States to the Ayatollah Khomeini’s 
government in Iran, as part of the Iran Contra affair. Those weap- 
ons shipments were financed by BCCI and they came from the U.S. 
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Government through the Israeli Government, and from there to 
the Government of Iran. 

As Mr. Chinoy will testify, himself, today, he learned personally 
of at least nine separate arms deals from the United States 
through Israel to Iran, involving BCCI and Mr. Khashoggi. This is 
almost twice the number of deals that Khashoggi was officially in- 
volved in on behalf of the U.S., according to the Iran Contra com- 
mittee investigations. 

So Mr. Chinoy’s testimony this morning raises the question of 
whether the Iran Contra committee may have missed several 
transactions in which the U.S. sold arms to Iran in violation of the 
official embargo on such sales. We are not going to have the final 
answer on those questions that are raised, here today, but what is 
clear is that Mr. Khashoggi’s role in BCCI and in providing covert 
assistance to the U.S. Government over an extended period, bears a 
more scrutiny than it has received to date. 

Now on a second issue, before we continue, I would like to ex- 
press, as I did yesterday in answer to an inquiry from the Wall 
Street Journal, my astonishment at an advertisement that ap- 
peared in the Washington Post this morning and in the Wall Street 
Journal yesterday. It is an offer of bearer certificates in foreign 
currency by a Pakistani bank. And what it offers is, in boldface 
print, no income tax, no wealth tax, no identity to be disclosed, no 
questions asked about source of funds. 

This advertisement is directly in flagrant violation of everything 
that bankers in this country and that those in law enforcement 
have talked about with respect to money laundering and the so- 
called war on drugs. It is incredible enough that it would appear in 
the papers. It is even more incredible that banks are allowed to ad- 
vertise and continue this kind of practice, notwithstanding the fact 
that all over the world leaders are decrying the impact of drug 
smuggling and money laundering, and the pervasive and insidious 
impact of money on our political process and on decisions that are 
made in the public sector. 

[The information referred to follows:] 
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Guaranteed by the Government of Pakistan 

S' Year Beam Certificate* in U.S. Dollars, Deutsche Marks, Pound Sterling 
and Japanese Yen will be issued in the following denominations: 


U S. Dollars 

ICO. 500. 1000. 5000, 10000 and 100000 

Deutsche Marks 

100. 500. 1000. 5000. 10000 and 100000 

Pound Sterling 

100. 500. 1000. 5000. 10000 and 50000 

Japanese Yen 

10.000. 50.000. 100000. 500000.1000000 and 10000000 


These Certificates will be issued at par and mature on 
completion of S years from (he date of issue. 


• No Income Tax! • No Questions Asked 

• No Wealth Tax! About Source of Funds! 



• No Identity to be Disclosed! 



/ Rates of annual return on 
m Certificates denominated in: 
f Pound Sterling : 11.75% 

Deutsche Mark: 10.25% 

'JS Dollar: 8.75% 

panese Yen : 7.75% 

able on half yearly basis 

net arc valid 
upto 30th April, 1992. 


On Sale in Pakistan 
from 15th March 

abroad from 

23rd March 


: i 


Authorised banks at home and abroad will issue Certificates, pay 
return periodically and repay principal on maturity. 

These Certificates can be purchased without limit by individuals, 
firms, institutions and bodies corporate excluding banks and 
financial institutions operating in Pakistan. 

These Certificates can be purchased on payment of the value in 
respective foreign currency. No application or registration is 
required. 

Payment for purchase of the Certificates shall be made from a 
foreign currency account held in Pakistan, remittance from 
abroad in favour of the Office of Issue, tenderof respective foreign 
currency notes or Travellers Cheques or encashment proceeds of 
Foreign Exchange Bearer Certificates. 

No charge shall be levied at the time of issue or payment of 
return or maturity proceeds. 

The return on the Certificates shall be payable half yearly cm 
presentation of the Certificates together w ith the coupons ai • 
cached therewith at the Office of Issue. 


# Payment of periodical return and principal on maturity will be 
made by issue of respective foreign currency notes, allowing 
credit to the Foreign Cunency Account, issuing Demand Draft, 
Telegraphic Transfer, Mail Transfer, and Travellers Cheques or 
at the option of the bearer in Pak. rupees. 

% These Certificate may be encashed after two years from the date 
of issue at a penalty of 1 .5% per annum for die unexpired period. 

# Banks can discount these Certificates in foreign currency after 
two years from the date of issue. 

# Banks can also discount these Certificates in local currency any 
time after issue. 

# Banks can make advances in local currency against the security 
of these Ceitificates. 

# Being bearer.no claim of any nature will be entertained in case 
any Certificate is lost, stolen, destroyed, mutilated or burnt. 

For any fyrtkn mfomaco* flease contact Secunon Department, 

STATE BANK OF PAKISTAN, IN. Flow. SW^Co-^i. 
M R Key** Road . Karada. T«k. 31 SM • 3680192. 


"HOR1SED BANKS: Habib Bank, National Bank of Pakistan. Muslim Cormrvrii.il Bank. United Bank, Allied Bank of Pakistan. Industrial Development Bank of Pakistan. 
Women Bank, Bank Commerce AhHabib. Union Bank. American Express Banl . Bank of America. Bank ./Token. Bank rflVan. ?ianj.« J CtuncrcdBank. Citibank N.A.. 
e Manhattan Bank, Deutsche Bank. ABN* • AMRO IW.i . Bjrvjur lid. •**-:. AN/ v xirvilays Bank. Middle East Bank. Emirates Bank International. Hongkong Bank. [Xiha 
fu_k a n 7nrwh Ini. Fin. Investment & l\«m Rank.KiqM'n Bank T.r African Bank & Sucietr Generate French Bank. 

5*2 - 727 @) 
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This is corporate crime on its face. And the fact that people are 
allowed to hide their money, that sources are not identified, that 
people do not know where it is going — a time-honored tradition, I 
might add, in many offshore banka— is something that we have 
been struggling to change through this committee over the last 5 
or 6 years. 

Here, in the wake of the BCCI scandal, is a Pakistani bank 
openly offering to attract money that comes from no source, no 
questions asked. And all of that, my friends, as everybody knows, 
feeds the drug war. Those banks that engage in that kind of activi- 
ty are as guilty of moving drugs into the veins of the kids of this 
country as any street comer pusher. And, in fact, maybe more so 
because they stand at a distance from it, they are not accountable, 
and they are harder to hold accountable. 

They are the facilitators, the great facilitators of criminal activi- 
ty. And unless the international community brings the hammer 
down hard on that kind of activity, our law enforcement officers 
are going to be swimming increasingly upstream in a dangerous, 
dangerous game that is, as we have seen in Colombia and in 
Panama and in other countries, literally stealing governments 
from their people. This committee has sought hard to try to under- 
score the linkage between international money laundering, drug 
smuggling, and national security. This is a national security issue, 
and we hope people will face up to it. 

Now, in our last hearing in front of this committee, an issue 
arose regarding a missing CIA memo. My staff has since reviewed 
material, with the cooperation of Director Gates and the CIA, perti- 
nent to that memorandum. That memorandum is in the process of 
being declassified and the declassified material will answer basic 
questions about what the CIA told Treasury about BCCI and the 
First American Bank in 1985, and what the Treasury did in re- 
sponse. 

[This material was declassified on April 9, 1992 by the CIA and is 
attached hereto.] 
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DECLASSIFIED CIA REPORT 

9 April 1992 

Background : 

In the early 1980s, as part of the overall U.S. Government 
effort to stop international narcotics trafficking, the Agency 
began collecting strategic foreign intelligence on narco-dollar 
money laundering.' A successful intelligence collection operation 
in the Caribbean developed operational leads to several major 
foreign banks, including BCCI, suspected of narcotics money 
laundering. Pursuing these leads, CIA initiated a mutually 
productive dialogue with international banking experts at the 
Office of the Comptroller of the Currency to determine how CIA 
could meet OCC's intelligence needs. In late 1984, Agency 
officers met with a senior official from OCC who expressed 
interest in a broad range of international financial intelligence 
CIA could provide. One of several issues in which the OCC 
official expressed interest was the takeover efforts and 
suspicious activities of institutions such as BCCI, which he 
specifically cited for its spectacular growth and the mystery 

*T 

surrounding its activities. In a later meeting, a Treasury 
intelligence liaison official expressed the interest of that 
organization in BCCI because of a possible concern about the less 
than wholesome reputation of the bank. 


1 
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Foreign Intelligence C ollection : 

In late 1984 and early 1985, the Agency collected some 
intelligence on BCCI and disseminated the information to the 
Treasury Department . The foreign intelligence provided to 
Treasury dealt with several activities, including the following 
information. 

The primary goal of BCCI senior management was growth in 
deposits at all branches internationally. The strategy being 
employed by BCCI to achieve rapid growth in assets and profits 
included manipulation of international financial markets and 
bribery, which was an approved policy encouraged by senior 
executives, including the general managers and President Abedi . 

The objectives of BCCI included developing both profits and 
political/economic leverage in the Near East, Africa, and Asia 
through the use of a tremendous volume of financial assets. BCCI 
expansion in the United States included the secret ownership of 
the Washington, D.C. -based bank holding company with which BCCI 
was affiliated. All of the shareholders in the Washington, D.C.- 
based bank holding company were fronts for BCCI. BCCI loaned them 
the capital to make the purchase in return for their shares as 
collateral, which was regarded as a sensitive secret within BCCI 
management circles. If all of BCCI f s assets in the U.S. were 
included in their balance sheet, the bank would be much higher in 
the worldwide ranking of the top one hundred financial 
institutions . 


2 
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The Agency-Treasury Dialogue : 

CIA provided this foreign intelligence to the Treasury 
intelligence community liaison representative in January 1985 , who 
reported to CIA that he carried it directly to the Secretary for 
his further disposition. The Treasury intelligence liaison 
officer also recommended only two persons in the Comptroller 
hierarchy see this material, which he described as "dynamite.” 

The liaison officer praised this information, promised to keep the 
Agency fully informed of Treasury's reaction to it, and provided 
follow-up collection requirements to the Agency. These included a 
request for examples of BCCI management encouraging the use of 
bribery. The Treasury liaison officer also requested the name of 
the Washington, D.C. -based bank holding company owned by BCCI and 
the names of any other U.S. -based companies controlled by BCCI. 

In April 1985, Agency officers had a curiously unsatisfactory 
discussion with the Treasury intelligence liaison representative 
concerning BCCI activities reported earlier by the Agency. The 
Treasury official explained that the position of the Treasury 
enforcement offices was that the BCCI activities reported by the 
Agency were not surprising and complemented the general picture 

*T 

Treasury had of BCCI. The Treasury officer stated that although 
his organization was interested in BCCI's activities to manipulate 
an international financial market and in the bank's buying into 
the U.S. along the lines of its acquisition of Financial General 
Bankshares, Treasury was not concerned enough to levy further 
collection requirements on the Agency. The Treasury intelligence 
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liaison officer said that money laundering remained the major 
focus of Treasury's enforcement side. 
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We are still trying to get information from the CIA about an 
entity called Capcom, which was BCCI’s commodities affiliate, and 
which BCCI used for massive money laundering. Last week the CIA 
advised me that they are carefully examining the Capcom issue 
and will have information regarding Capcom available for the sub- 
committee soon. 

Today, in addition to testifying about Iranian arms deals, Mr. 
Chinoy will testify about a wide range of criminal activities in 
which BCCI participated in around the globe. Mr. Chinoy will testi- 
fy, for example, about BCCI’s techniques for obtaining favors from 
officials in countries around the world. He will testify about BCCI’s 
protocol department in Pakistan and the services it provided for- 
eign dignitaries; BCCI’s relationship to First American Bank and 
its transactions with CenTrust; the role of key front men like 
Ghaith Pharaon and Mohammed Hammoud at the bank; and 
BCCI’s many techniques for money laundering. 

So, Mr. Chinoy, we welcome you here today and appreciate the 
fact that you will testify. I would simply say that this committee, 
obviously, is working cooperatively with law enforcement authori- 
ties, and Mr. Chinoy will be called on, no doubt, to testify in future 
cases. 

This committee does not want to create any problems with re- 
spect to any of those cases, obviously. We are in the same ball 
game here and we have the same interests. So I would ask repre- 
sentatives of the Justice Department or elsewhere that if they 
think there is some issue of concern arising, that we stop and they 
so state to us in order to preclude any possible questions subse- 
quently. 

We are joined by the chairman of the full committee, the Foreign 
Relations Committee, Senator Pell, and I would turn to him for 
any opening comments he might have. 

The Chairman. I have no comments, I just wanted to wish you 
well in what you are doing. We look with favor upon this hearing 
and we congratulate you for holding it. 

Senator Kerry. Thank you very much. Mr. Chinoy, would you 
stand please so that I can swear you in. Would you raise your right 
hand. Do you swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Chinoy. I swear to speak the truth, so help me God. 

Mr. Lauro. Senator, I have one small matter. 

Senator Kerry. Would you just identify yourself for the record? 

TESTIMONY OF JOHN F. LAURO, ESQ., ZUCKERMAN, SPAEDER, 
TAYLOR, & EVANS, TAMPA, FL 

Mr. Lauro. Yes. My name is John Lauro. I am Mr. Chinoy ’s 
counsel in Tampa, Florida. As you know, Mr. Chinoy has entered 
into a plea in cooperation agreement with the United States De- 
partment of Justice. Under that agreement he pled guilty to cer- 
tain charges in Tampa, Florida, and also agreed to cooperate exten- 
sively with all law enforcement authorities as well as other agen- 
cies of the United States. 

As part of that agreement, he is extended certain typical protec- 
tions regarding statements that he makes in the course of the coop- 
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eration and in the course of the proffer that he gives to law en- 
forcement authorities. We have written the Justice Department to 
confirm that his appearance today is pursuant to that plea and co- 
operation agreement, and that the same protections that would 
apply with respect to his proffer and cooperation with the United 
States Department of Justice would equally apply to his testimony 
here today. 

I am assuming, since I have not heard back from the Department 
of Justice, that that is our understanding, and on that basis we are 
moving forward. I understand, in addition, that there are repre- 
sentatives from the Department of Justice here today. I am assum- 
ing that no one will object to that understanding, and I just wanted 
to make that clear on the record. 

As you know, Mr. Chinoy has been cooperating extensively with 
Department of Justice representatives who, in my view, at least 
the ones particularly in Miami and in Washington, have done ev- 
erything possible to maximize his cooperation. He is an extraordi- 
narily significant witness to the Department of Justice, and of 
course is doing this at great personal risk. But I just wanted to 
make very clear on the record that this appearance before the com- 
mittee is, of course, pursuant to his ongoing cooperation with the 
U.S. Government. 

Senator Kerry. Thank you very much, Mr. Lauro. Let me con- 
firm that indeed Justice is aware of that. Staff has discussed that; 
we know of no objection from Justice. And I would like the record 
also to show that this committee has entered into no agreements, 
made no proffers. There is no immunity offered by this committee. 
There has been no discussion with respect to any intercession of 
any kind by this committee, and that is your understanding also, is 
it not? 

Mr. Lauro. That is absolutely correct. 

Senator Kerry. With that stated, Mr. Chinoy, let me ask you 
your full name and current status for the record, please. But first, 
would you pull the microphone closer to you. 

TESTIMONY OF NAZIR CHINOY, FEDERAL PRISONER, FORMER 

GENERAL MANAGER, BANK OF CREDIT AND COMMERCE 

INTERNATIONAL IN PARIS 

Mr. Chinoy. My full name is Nazir Chinoy. 

Senator Kerry. Again, pull the mike closer, and you will find 
that everybody can hear you better. 

Mr. Chinoy. My full name is Nazir Chinoy. 

Senator Kerry. And your current status? 

Mr. Chinoy. I am presently a 

Senator Kerry. You are a Federal prisoner, is that correct? 

Mr. Chinoy. A Federal prisoner with the Department of Justice 
of the Tampa prosecutors. 

Senator Kerry. Why are you in prison today? 

Mr. Chinoy. On December 19, 1991, I entered into a plea agree- 
ment and pled guilty to certain charges. And since then I have 
been cooperating with the Department of Justice and other law en- 
forcement agencies, particularly in New York, Manhattan District 
Attorney’s office in New York. 
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Senator Kerry. And the charges that you pled guilty to, essen- 
tially in summary, were charges of drug money laundering in con- 
nection with the BCCI case in Tampa. Is that correct? 

Mr. Chinoy. That is correct, Senator. 

Senator Kerry. Have you been sentenced yet? 

Mr. Chinoy. Not yet. 

Senator Kerry. So you are in the process of cooperating with 
Justice, the New York District Attorney, and Congress. Is that cor- 
rect? 

Mr. Chinoy. Yes. 

Senator Kerry. And you will be sentenced at the end of March. 

Mr. Chinoy. Sometime in April, sir. 

Senator Kerry. Now let me ask you some broad, general ques- 
tions before we narrow it down to the specifics. During your time 
at BCCI, did you engage in money laundering for flight capital? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. Did you help people evade taxes in many coun- 
tries? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. Did you help countries evade World Bank regula- 
tions? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. Was criminal activity of this nature systematic 
at BCCI during the time you were there? 

Mr. Chinoy. Yes. 

Senator Kerry. Did you agree to move funds for an American 
money launderer named Robert Musella after he told you that his 
customers sold cocaine the way Lee Iacocca sold cars? 

Mr. Chinoy. Yes. 

Senator Kerry. During the time you were at BCCI, did you dis- 
cuss the sales of U.S. arms through Israel to Iran with Adnan Kha- 
shoggi? 

Mr. Chinoy. Yes. 

Senator Kerry. And did Mr. Khashoggi do arms sales to Iran 
through BCCI? 

Mr. Chinoy. Yes, that is correct. 

Senator Kerry. Did BCCI provide services to Iran Contra arms 
salesman Manuchar Ghorbanifar? 

Mr. Chinoy. Yes. 

Senator Kerry. Did you handle transactions for BCCI involving 
CenTrust Bank in Florida? 

Mr. Chinoy. Yes. 

Senator Kerry. Did you become aware of BCCI procuring prosti- 
tutes for the families of Middle Eastern rulers as part of being a 
full service bank? 

Mr. Chinoy. Yes. We call them — they are referred to as singing 
girls in Pakistan. 

Senator Kerry. As what? 

Mr. Chinoy. As singing and dancing girls, in Pakistan. 

Senator Kerry. And did you learn of BCCI making payments to 
officials in Africa in order to get their business? 

Mr. Chinoy. Yes. 

Senator Kerry. Were you ever told that First American, in the 
United States, was a BCCI bank? 
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Mr. Chinoy. Yes. 

Senator Kerry. Were you told that the head of First American, 
Mr. Altman, was the lead man for BCCI in the United States? 

Mr. Chinoy. Yes. 

Senator Kerry. Now I want to, obviously, examine these areas in 
some detail. But before we do that, I would like to establish for the 
record something about you, about who you are and how you came 
to be involved with BCCI. Could you share with us some of your 
background? 

Mr. Chinoy. I was bom in India in 1933, educated there, got my 
bachelor’s degree from the University of Bombay, and then went to 
London to do my professional banking and studied at Catford Col- 
lege of Commerce and Economics, and there did my Institute of 
Banking Examination. Then I joined Grindlay’s Bank in 1958, and 
I worked with Grindlay’s from 1958 to 1964. 

In 1964, I joined Bank of America as the business development 
officer, and I was with Bank of America from 1964 to 1978. During 
this period, I had an opportunity to get exposure in different coun- 
tries, including training in San Francisco, Los Angeles, New York, 
and eventually, when I left Bank of America in 1978, I was the 
manager for Lahore in northern Pakistan. 

Senator Kerry. Manager for Bank of America? 

Mr. Chinoy. For Bank of America. 1978, October, I joined BCCI. I 
joined BCCI in London and was sent to Pakistan. 

Senator Kerry. You were personally interviewed and hired by 
Mr. Abedi? 

Mr. Chinoy. That is correct, Senator, and sent to Pakistan to 
become the regional manager, and Mr. E.A. Garva was the regional 
general manager, and I was number two in Pakistan with specific 
responsibilities to set up two new branches, one in Lahore and one 
in Islamabad, and to devise marketing strategies to enhance the 
business of the bank in Pakistan. The branch in Pakistan had 
opened only a few months earlier. BCCI’s branch in Pakistan had 
opened only a few months earlier. 

Senator Kerry. So at the time that you began to work in Paki- 
stan for BCCI, you had good banking relations in other places, is 
that correct? 

Mr. Chinoy. That is correct, sir. 

Senator Kerry. And most of the parent companies of those cor- 
porations were headquartered in London, and some in the States? 

Mr. Chinoy. That’s right sir. 

Senator Kerry. When you first came to Pakistan, did BCCI have 
a problem at that time in being able to do business as a conse- 
quence of World Bank regulations? 

Mr. Chinoy. Yes, sir. The World Bank regulations are — rather in 
the International Monetary Fund. It had placed constraints on the 
State Bank of Pakistan, which is like the Federal Reserve of Paki- 
stan, and the total credit ceiling — the total amount to be lent out 
by borrowings of the country and the State Bank in turn had allo- 
cated a ceiling to each bank. BCCI had a small ceiling. The new 
bank had had a ceiling of approximately $700,000. 

Senator Kerry. So you could not lend money over the $750,000? 

Mr. Chinoy. That is right, sir. 
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Senator Kerry. And the reason for that is it was based on a hard 
currency relationship. They needed more hard currency to permit 
them to have larger deposits? 

Mr. Chinoy. That’s right, sir. 

Senator Kerry. So, in 1979, Pakistan was very short of hard cur- 
rency, correct? 

Mr. Chinoy. That is correct, sir, 

Senator Kerry. It was under pressure from the World Bank to 
devalue the rupee? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. So what did you do as a consequence of this limi- 
tation on the ability of the bank to lend above $750,000? 

Mr. Chinoy. BCCI, at that time, devised a strategy to transfer 
funds from BCCI Cayman to KIFCO. 

Senator Kerry. What was KIFCO? 

Mr. Chinoy. KIFCO was Kuwait International Finance Compa- 
ny, a BCCI company, and this company in turn placed deposits 
with BCCI Karachi to the extent of $50 million U.S. dollars, the 
purpose being that half this $50 million then gets handed over to 
the State Bank of Pakistan and becomes part of the reserves of the 
country. If they’re maintained for 3 months as they were, IMF 
then raises the ceiling of the country by 50 percent, and that is 
passed on to the commercial bank who has brought in the hard 
currency. 

Senator Kerry. Let us try to simplify this. You used Kuwait as a 
shield in effect to fake the amount of money that was behind the 
bank. 

Mr. Chinoy. That’s right. 

Senator Kerry. Is that a simple way of saying it? 

Mr. Chinoy. Yes, and that is correct, sir. 

Senator Kerry. Is that accurate? 

Mr. Chinoy. That is accurate, also, we used the company. Had 
we transferred — had BCCI transferred funds from the other bank, 
the ceiling would not have been raised and the interest would have 
been taxed. If the deposit was from a bank, there were withholding 
taxes in Pakistan, plus the World Bank and IMF would not in- 
crease the ceiling of the country. 

Senator Kerry. Now, if you had placed the money directly in 
Pakistan, Price Waterhouse would have put a limit on you, cor- 
rect? 

Mr. Chinoy. They would certainly have come to know of it. By 
going through Kuwait, you made it much more difficult, as Kuwait 
was considered a triple-X rating and it wasn’t lending to Third 
World countries. 

Senator Kerry. And Kuwait had no internal controls. 

Mr. Chinoy. Yes, sir. That is correct. 

Senator Kerry. Did Price Waterhouse know of that transaction? 

Mr. Chinoy. I’m not in a position — I don’t know whether they 
are aware or not, sir. 

Senator Kerry. You do not know the answer. 

Mr. Chinoy. I don’t know. 

Senator Kerry. All right. Now, the State Bank got an agreement 
from the World Bank that if they brought in the $50 million and 
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the dollars were kept for 3 months, then the lending increase go up 
50 percent, is that correct? 

Mr. Chinoy. 50 percent, the lending would go up to the country, 
and the State Bank of Pakistan, which was the Federal Reserve of 
the country, passes it on to the commercial banks so in this way, 
BCCI was essentially placed further funds and was able to raise its 
lending limits from $750,000 to about $100 million. 

Senator Kerry. The bottomline is that because of a phony loan, 
right at the outset, through this company called KIFCO in the 
Cayman Islands, BCCI Pakistan was able to evade World Bank reg- 
ulations limiting its operations. Is that correct? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. And that was not legal, was it? 

Mr. Chinoy. No, sir. 

Senator Kerry. OK, did the Pakistani Government approve of 
what BCCI was doing? 

Mr. Chinoy. The Pakistan Government was not aware of it, sir, 
as the deposit was placed by KIFCO, as I mentioned earlier and 
they had no way of, or no manner to know that it was a deposit 
coming from BCCI, the original deposit was from BCCI Cayman. 

Senator Kerry. Now, it is my understanding that the Governor 
of the central bank in Pakistan actually disapproved of BCCI and 
what it was doing? 

Mr. Chinoy. He did not know, sir, but if he knew he would have 
been very upset, and would have taken action. 

Senator Kerry. Did Mr. Abedi go over his head directly to Presi- 
dent Zia? 

Mr. Chinoy. For this, sir, the placement was made quietly and as 
the deposits went up, I don’t know whether he saw President Zia. 
I’m not aware of that. 

Senator Kerry. Did BCCI have a protocol department in Paki- 
stan? 

Mr. Chinoy. Yes, sir, it had a protocol department. 

Senator Kerry. Who ran the department? 

Mr. Chinoy. Mr. Sani Ahmad was in charge of the protocol de- 
partment. 

Senator Kerry. How big was this department? 

Mr. Chinoy. This department was established prior to my joining 
in 1978. 1 don’t know, I think sometime in 1975. In 1978, there were 
about 100 to 120 people there. 

Senator Kerry. What was the responsibilities of this depart- 
ment? 

Mr. Chinoy. The principal or primary responsibilities of this de- 
partment were to look after wealthy Middle East clients, and 
princely families who came to Pakistan in a visit, and to meet all 
their needs. 

Senator Kerry. Where was this located? 

Mr. Chinoy. Karachi, and there was a small office in Lahore 
later, when Lahore was established in 1979. 

Senator Kerry. And at the time, in 1978, the expenses of this de- 
partment were how much? 

Mr. Chinoy. Sir, I do not remember, but I think it was a little 
about a million and a half dollars in dollar terms. 

Senator Kerry. In 1978, or later? 
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Mr. Chinoy. 1978, and it went up in 1980. When I left it had 
gone up to about $3 million, and later in 1988, I heard it was a 
much larger figure, and the number of people had increased from 
110, 120 to about 400 people. 

Senator Kerry. Describe for me, if you will, what the protocol de- 
partment would do. 

Mr. Chinoy. The protocol department was entirely separate from 
the banking operations. Certain wealthy Middle Eastern clients 
and the royal families of the Middle East own a fair amount of 
properties in Pakistan, palaces and large properties. The Middle 
East department provides services looking after the maintenance of 
these properties, the gardener, looking after— even helps in the 
construction of many properties and renovations. 

Also, when they come to Pakistan and want to make go for a 
shoot, or makes arrangements for them, looks after their personal 
needs of food and other — all personal arrangements are made for 
them. 

Senator Kerry. Was there anything bizarre about that, is there 
anything that is out of the ordinary? 

Mr. Chinoy. It was unusual, sir. It was not done normally by 
commercial banks. Coming from — Bank of America did not have 
such a department. 

Senator Kerry. Was this the only department you had ever seen 
of its kind? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. Well, describe for us with greater specificity 
some of the services that were provided. 

Mr. Chinoy. Well sir, when the visitors or when these clients 
came from the Middle East they were received at the airport. The 
protocol department had special permission to take certain people 
to get into the VIP lounge, to meet them straight at the plane, help 
them with Customs formalities. They were then received by a lim- 
ousine, taken to their residence. The residence arrangements were 
made first for their servants, their domestic servants would have 
been secured, cooks, and so on. Food arrangements would be made, 
any personal needs — their needs would be looked after by the de- 
partment. 

Senator Kerry. And the expenses of this department? 

Mr. Chinoy. The expenses of this department, as I mentioned to 
you earlier, were paid by the Karachi branch from rupee funds. . 

Senator Kerry. Did the clients pay the expenses, or was this just 
money out of the bank? 

Mr. Chinoy. For the personnel the bank paid the expenses, as I 
mentioned to you, of the protocol department, the salaries, but as 
far as providing the maintenance of the apartments, for the main- 
tenance of the houses, renovations, food and all, the clients sent 
the money, remitted the funds. 

Senator Kerry. The clients would cover that? 

Mr. Chinoy. The clients paid for those funds. 

Senator Kerry. Who was Begam Asghari Rahim? 

Mr. Chinoy. Begim, I think you are referring, sir, to Begam 
Asghari Rahim. She was the wife of the Pakistani doctor, and later 
she became the— I understand she became an interior decorator to 
the royal family of Abu Dhabi. She used to arrange — she used to 
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interview girls, women and take them, who wanted to go to Abu 
Dhabi for a dancing show or arrange some singing shows. 

Senator Kerry. Well, it was my understanding that she was 
more specifically involved in procuring young women from the 
countryside who were brought in and made available to princes 
and so forth for pleasure, is that accurate? 

Mr. Chinoy. I have no personal knowledge, sir, but I read and 
heard about that, that that was the function, that that happened. 
I’m not personally 

Senator Kerry. Well, did you know from talk in the bank, Mr. 
Chinoy, that that was going on? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. And you had personal knowledge that that was, 
in fact, true, was it not? 

Mr. Chinoy. I heard that. 

Senator Kerry. These were not women, were they? These were 
girls 16 years old? 

Mr. Chinoy. Sir, I never saw them, but I heard that there were 
young girls that were in their teens. 

Senator Kerry. And it was not unusual for people to lavish 
$100,000 on more than one night on these? 

Mr. Chinoy. Money was spent very generously, sir. 

Senator Kerry. Is that a fair statement to the amount of money? 

Mr. Chinoy. Sir, I do not know the exact amount. I know by 
Pakistan’s standards, a lot of money was spent, because a lot of 
money came into the country for them to spend. 

Senator Kerry. How much? 

Mr. Chinoy. I do not know, sir, but it was generous funds. 

Senator Kerry. Did you at some point in the discussion with our 
staff indicate that these young girls sometimes in groups, in large 
groups were taken to department stores in Karachi and a signifi- 
cant amount of jewelry and dresses were bought? 

Mr. Chinoy. That is correct, sir, that was fairly common knowl- 
edge. 

Senator Kerry. Everybody knew this was happening, correct? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. It was fairly unusual? 

Mr. Chinoy. Mrs. Rahim used to take them shopping, for large 
shopping at the departmental stores. 

Senator Kerry. I understand your testimony was that maybe 50 
or 60 young girls would be trusseled off to a big department store 
and they would all be outfitted for clothes, is that correct? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. So this was a pretty wholesale undertaking, was 
it not? 

Mr. Chinoy. It appeared so, sir. 

Senator Kerry. And people were vying to able to provide jewelry 
and so forth because of the money that was being spent, is that ac- 
curate? 

Mr. Chinoy. That is true, sir, because for them it was a sale. 

Senator Kerry. So this is really unusual by any banking stand- 
ards, is it not? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. Now, who were the principal clients? 
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Mr. Chinoy. Sir, I have no knowledge except that they were — 
because I did not— I mean, the department was independent, han- 
dled by Mr. Sani Ahmad, but the general gist was that they were 
very wealthy and princely families from the Middle East. 

Senator Kerry. And it is true, is it not, that when you left Paki- 
stan, over $2 million a year was being spent on protocol which was, 
in fact, more than they were spending on the Pakistani branch 
itself? Is that accurate? 

Mr. Chinoy. That is correct, sir. 

Senator Kerry. The department grew to about 500 people? 

Mr. Chinoy. Approximately 400 to 500 people in 1988, that’s 
when I — the last visit I made was in 1988, and I heard there were 
about 450 people there. 

Senator Kerry. And later on the expenses of this department 
grew to somewhere in the vicinity of $8 to $10 million a year? 

Mr. Chinoy. What I had heard, sir, was a figure of about $6 mil- 
lion was being mentioned. This was what I heard in 1988. I do not 
know subsequently how much. 

Senator Kerry. What would keep 500 people busy in the protocol 
department? 

Mr. Chinoy. Well sir, they had about 100 chauffeurs for limou- 
sines and 100 limousines for people visiting Pakistan to be re- 
ceived. This is what I know, and the rest, there was a bunch of var- 
ious people, God knows, providing services and so on. I’m not exact- 
ly — 

Senator Kerry. Now, Sani Ahmad was who — he ran the entire 
protocol department? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. Was Sani Ahmad a banker? 

Mr. Chinoy. He came from United Bank, but I do not think he 
was a very — he did not have too much of an exposure to technical 
banking. That’s my evaluation. 

Senator Kerry. His fundamental job was running the protocol 
department? 

Mr. Chinoy. The protocol department. He was also in charge of 
all construction activity like the bank’s building, which was built 
in Pakistan. Sani Ahmad supervised it. Similarly, he supervised 
construction of many palaces. 

Senator Kerry. So he was close and trusted by Mr. Abedi? 

Mr. Chinoy. Yes, he was part of Mr. Abedi’s inner cabinet. 

Senator Kerry. And, ultimately, he was transferred to Washing- 
ton, DC, correct? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. Now, do you know what kind of skills he utilized 
here in Washington in protocol? 

Mr. Chinoy. He was public relations manager, and I suppose — I 
have no idea. 

Senator Kerry. So he was not a banker in a technical sense, 
even here in Washington? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. And in Washington, he did not do banking, is 
that correct? 

Mr. Chinoy. That is correct, sir. I don’t think Sani did banking 
anywhere. 
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Senator Kerry. Is it accurate that he was a man that was trust- 
ed for things that no one else was supposed to know? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. When is the last time that Sani Ahmad talked 
with you or any member of your family? 

Mr. Chinoy. He talked to me, sir, in December 1990, or maybe 
January 1991. It was just a Christmas time, he was in London. He 
found out I was in London, at that time in England. He found me 
in London, just to find out he hadn’t spoken to me since 1988, just 
to find out how I was, and he was in London for 2 days. 

Senator Kerry. And at that time, did he mention to you that he 
was busy with Mr. Abedi, setting up a new bank in Pakistan? 

Mr. Chinoy. That is correct, sir. 

Senator Kerry. So, in 1990, after Tampa, after the indictments, 
after all of the scandal here had broken publicly, he was involved 
in setting up a new bank in Pakistan? 

Mr. Chinoy. That is correct. 

Senator Kerry. Did Sani Ahmad receive the license to set up a 
new bank, do you know? 

Mr. Chinoy. Sir, the last information I have is that no, they have 
not yet received the license, and Mr. Abedi and Mr. Sani Ahmad, 
together with Mr. Bokhari, who is to be general manager in Paki- 
stan have applied for a bank in Pakistan. They have not yet been 
issued a license, it has been deferred. 

Senator Kerry. Now, you went from Pakistan to Nigeria, and 
then you went to BCCI London for a year, before being transferred 
to BCCI in Paris in 1985? 

Mr. Chinoy. That is correct, sir. 

Senator Kerry. In 1985, did you come to learn of an account in- 
volving a man named Mohammed Hammoud? 

Mr. Chinoy. Yes, sir, one of his company’s accounts in Paris. 

Senator Kerry. And he had borrowed about $800,000 to $1 mil- 
lion francs? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. That was the equivalent of about $100,000 at 
that time? 

Mr. Chinoy. That’s right, $120,000. 

Senator Kerry. Was he paying the money back? 

Mr. Chinoy. No, sir. He wasn’t servicing the loan. 

Senator Kerry. So did you so something as a consequence of 
that? 

Mr. Chinoy. Yes, I wrote a letter and I wrote a letter demanding 
repayment. 

Senator Kerry. To Hammoud? 

Mr. Chinoy. To Hammoud. 

Senator Kerry. You were general manager for the branch for 
France at that time? 

Mr. Chinoy. That is right, sir, for the French operations. 

Senator Kerry. What happened when you wrote the letter? 

Mr. Chinoy. When I wrote the letter I seemed to have upset Mr. 
Hammoud, who complained to Mr. Iqbal Rizvi, who was general 
manager for France and Francophone Africa at that time in 
London, and also to Mr. Valayat Abedi, who was general manager, 
U.K. region. I got a phone call from Mr. Iqbal Rizvi that I should 
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be a little more diplomatic and should not write abrasive letters to 
good clients who had helped the bank. Subsequently, I was told 
when Hammoud came to go and personally call on him to soothe 
his feelings, which I did. 

Senator Kerry. So you were required to apologize for asking him 
to repay a loan that he owed? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. What else took place at that meeting? 

Mr. Chinoy. Well, at that meeting basically I had to soothe Mr. 
Hammoud’s feelings, and later on I kept some contact with him on 
the telephone, only I never met him after that, but I tried on two 
or three occasions to come to an arrangement with him, but if he 
would only repay the principal, I’d write off the interest. 

Senator Kerry. So you actually offered to write off the interest, 
just pay the principal. He never wound up doing that, and you 
were, in fact, asked not to push him, not to write any more letters, 
and not to try to collect the loan. 

Mr. Chinoy. That’s right, and I wrote off the loan, sir, between 
1985, 1986, and 1987, in three equal installments. I treated this as a 
bad debt in Paris. 

Senator Kerry. And just wrote it off. 

Mr. Chinoy. And Price Waterhouse were aware, just wrote it off. 
London knew about it, rather than carrying a bad loan on the 
books. 

Senator Kerry. So in 1985, when you ran into this particular 
problem, it became obvious to you that Mr. Hammoud had a spe- 
cial relationship with the bank? 

Mr. Chinoy. That is right, sir, a very special relationship. 

Senator Kerry. Did you believe that he was a major shareholder 
in BCCI? 

Mr. Chinoy. I didn’t think he was, but I thought he had some — 
enough clout or leverage on London to get two general managers to 
phone me up and bear down on me. 

Senator Kerry. How would you describe Mr. Hammoud? 

Mr. Chinoy. He wasn’t — to me he was not a very — he was a 
short man, not a very impressive personality, sir, but maybe I 
didn’t like the idea of going and apologizing to him, so my impres- 
sion may be a little biased, but I was not particularly impressed. 

Senator Kerry. But did you come to believe that he had a special 
relationship with the bank that you were unable to penetrate or 
understand? 

Mr. Chinoy. That is right, yes sir. 

Senator Kerry. Was there any kind of analysis at BCCI in terms 
of northern banking standards about the loans that were made to 
Mr. Hammoud? 

Mr. Chinoy. Sir, I wasn’t even aware until a few months later 
that Mr. Hammoud had other loans in London or a relationship 
elsewhere. At that time I was told that he was a wealthy man, a 
shareholder of the bank. And I thought Paris was the only place he 
had facilities it, a line of credit it. 

Later, about 3 or 4 months later, accidentally, in London, I 
learned that he had some facilities — I don’t know the exact, and 
the exact nature was never revealed to me. But I learned that he 
had some facilities in London. 
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Senator Kerry. But you saw no papers of any loans? There was 
no record, was there? 

Mr. Chinoy. I saw no evidence at all, nobody, no senior manage- 
ment person discussed it, or I raise this problem again because I 
had been ticked off once, and I didn’t want to — 

Senator Kerry. There was no evidence that Mr. Hammoud was a 
person of any financial substance, was there? 

Mr. Chinoy. No, sir. To me, as I said, the impression that he 
made was a very poor impression, nor did he give me the impres- 
sion of being an extremely rich man from his clothes and general 
behavior. 

Senator Kerry. Subsequently, did it surprise you that BCCI 
loaned him more money to buy stock from Mr. Clifford and Mr. 
Altman? 

Mr. Chinoy. Yes, sir. I was amazed when I came to the States 
last year and I read in the paper. I wasn’t even aware that there 
had been another loan, because I was amazed for the simple reason 
Mr. Imtiaz Ahmed, head of credit, knew I had written this loan off. 
The reports were sent to all the general and to the senior general 
managers, credit committee, of write-off of loans. That is prepared 
every year in September, October, the loans you are going to write 
off. 

So they all knew that Hammoud’s loan for $120,000 U.S. had 
been written off. So I couldn’t believe that he had been given an- 
other loan. 

Senator Kerry. Is it fair in your mind to call Mr. Hammoud a 
flexible front man? Did you come to know him as that in the con- 
text of BCCI? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. I am going to come back to the Iran Contra piece 
in a few moments, I think. I am drawn by my colleague. Let me 
just ask another series of quick questions, if I may. 

Did you ever come to engage in any financial transaction involv- 
ing CenTrust in Florida? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. Can you tell the committee about that? 

Mr. Chinoy. Yes. In 1988, April or May, I think it was May 1988, 
Mr. Naqvi, who was then acting as the president of the bank, 
called me on the telephone, that if I was interested in making a 
loan of $25 million. Paris, at that time, had a large availability of 
dollar funds which were placed with Cayman and Mr. Naqvi. 

Senator Kerry. I want you to articulate this carefully. I am 
having a little trouble following. So there was a large surplus, cor- 
rect, of money in the bank? 

Mr. Chinoy. Which the branch had, as far as the Paris branch 
was concerned. The deposits exceeded its loans by a very — and they 
had very large deposits on hand which were being kept placed with 
Cayman. 

Senator Kerry. You used to keep a significant amount of cash, 
$80 to $100 million, at various banks in Paris, correct, in order to 
show that you were major lenders? 

Mr. Chinoy. That is right, sir. And about $250 million were kept 
in Cayman as dollar deposits, because the Paris region had a large 
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amount of dollar funds and the surplus funds, part of it was lent in 
the Paris market and the bulk of it was kept in Cayman. 

Senator Kerry. So you were actually anxious to have the bank 
make some loans? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. You spoke to Mr. Naqvi and you asked, I take it, 
if there were any loans that he wanted to park. Is that correct? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. And you said Paris would be happy to loan the 
funds? 

Mr. Chinoy. That’s right. 

Senator Kerry. What is the advantage of a parked loan? 

Mr. Chinoy. A parked loan, sir, has many advantages to the 
lending branch. One, responsibility, the creditor’s responsibility 
does not lie on the branch, but it lies with the central office or lies 
with the head office who parked the loan there. So in case it went 
bad, you did not take the credit responsibility. 

Two, you earned the interests earnings accrued to the branch 
and so they’d want — and any foreign exchange business or other 
businesses, commissions, a guaranteed business went to the branch, 
the branch’s earnings were substantially enhanced without having 
the responsibility of credit. So the advantage 

Senator Kerry. So it was a win/win situation. No risks, commis- 
sions, interests, so forth. 

Mr. Chinoy. That’s right. 

Senator Kerry. Now, did you receive a call concerning Mr. 
Ghaith Pharaon? 

Mr. Chinoy. Yes, sir. The loan of $25 million was if I was inter- 
ested in lending $25 million to Dr. Pharaon, Mr. Pharaon, Mr. 
Ghaith Pharaon, to purchase bonds of a U.S. bank. My answer im- 
mediately was yes, but why not park the loan with one of the 
United States offices, specifically New York. 

Mr. Naqvi stated that Mr. Pharaon lived in Paris and as he had 
already existing credit arrangements with BCCI Paris, he would 
like the loan to be in Paris. 

Senator Kerry. Was there anything unusual about that? 

Mr. Chinoy. Not really, sir, because if the customer himself is 
living in Paris and he has arrangements, he may prefer to have it 
where he can control it, because he was buying U.S. securities. 

Senator Kerry. And what rate were you offered on the Pharaon 
investment? 

Mr. Chinoy. One-half percent over London Interbank offering 
rate was the interest rate plus 1 percent would be the front end 
fees for this loan. That’s about $250,000 up front. 

Senator Kerry. And the loan would be for a period of how long? 

Mr. Chinoy. Mr. Naqvi, when he spoke to me, as far as my 
memory goes, was for 6 months. 

Senator Kerry. Collateral? 

Mr. Chinoy. Collateral would be the bonds itself, the rate of in- 
terest I mentioned to you and the repayment would be from sale of 
bonds by Mr. Pharaon. 

Senator Kerry. And how were you to be repaid? 

Mr. Chinoy. From the sale of the bonds. 
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Senator Kerry. So payment would be made, and payment would 
be made to whom in order to transact this operation? 

Mr. Chinoy. Sir, I wasn’t told to who the payment, but later on 
when my assistant spoke to Mr. Naqvi’s assistant, we learned that 
the payment was to be made to Drexel Lambert in New York and 
what do you call, they held the bonds to the order of BCCI Paris. 

Senator Kerry. What did you do after that? 

Mr. Chinoy. Immediately, I agreed with Mr. — one more thing 
that Mr. Naqvi mentioned was that this loan has to be processed 
fast. And we will be required to make the funds available within 
the next 2 to 3 days. 

Senator Kerry. So basically, on Mr. Naqvi’s word, you proceeded 
to effect this transaction. Is that correct? 

Mr. Chinoy. That is right. 

Senator Kerry. The paperwork was put into operations, is that 
correct? 

Mr. Chinoy. That is right. And to put the paperwork into oper- 
ation, I asked my assistant, Mr. Sibte Hussain, to speak to Mr. 
Naqvi’s assistant and get 

Senator Kerry. The bonds were held by Drexel in New York to 
the order of BCCI Paris. 

Mr. Chinoy. That is right. 

Senator Kerry. $25 million was disbursed. 

Mr. Chinoy. $24.7 million, if I remember right, sir. The bonds 
were bought slightly below par. 

Senator Kerry. Now later, did you learn somehow that Mr. 
Pharaon was not willing to let BCCI buy the bonds after all? 

Mr. Chinoy. Yes, sir. One point I have to make, sir, here, is the 
ordinary loan process was not followed in this loan. 

Senator Kerry. Let me understand this carefully. Originally, 
there was going to be a bonding process. 

Mr. Chinoy. Yes. 

Senator Kerry. But that was not followed. Is that accurate? 

Mr. Chinoy. That is correct, sir. Originally, it was to be just a 
loan and Mr. Pharaon was to own the bonds, though they would be 
held to our order as collateral. 

Senator Kerry. What did, in fact, happen? 

Mr. Chinoy. My assistant came back and mentioned to me that 
Mr. Pharaon may not have any objections if the bank bought the 
bonds. And what later happened was that the bonds were bought 
actually by the bank and held to the order of the bank. The bonds 
were bearing interest at 15.875 percent or something, almost 16 
percent, sir. 

Senator Kerry. Normally, if you did a loan over $5 million, you 
would have prepared a credit report based on their loan reporting 
procedure. Is that correct? 

Mr. Chinoy. That is right, sir. A loan report, a complete 15-page 
report. 

Senator Kerry. Showing profitability, shareholder’s profitability 
and so forth. 

Mr. Chinoy. That’s right. 

Senator Kerry. In this case, you did not prepare this, did you? 

Mr. Chinoy. No, sir, we did not. But to cover myself, I issued a 
memo to Mr. Naqvi’s assistant, with copies to Mr. Iqbal Rizvi in 
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London, who is a member of the Central Credit Committee, saying 
that we are disbursing the funds as requested by Mr. Naqvi and 
kindly let us have the necessary approval. 

Senator Kerry. So you basically shot the memo up simply as a 
cover memo. 

Mr. Chinoy. That is true, sir. 

Senator Kerry. Could you have refused Mr. Naqvi? 

Mr. Chinoy. Technically or theoretically, yes, sir. In the real 
terms, if you want to remain as a general manager of any region, if 
you refuse the president, you won’t stay for long time, if you say no 
to the president. You can be quietly pushed upstairs or sideways. 

Senator Kerry. Did you do anything else to cover yourself with 
respect to this transaction? 

Mr. Chinoy. Yes, sir. When I did not get a response to my memo, 
we kept following these memos, then I wrote again to Mr. Naqvi’s 
assistant and copies were sent to Mr. Iqbal Rizvi, to Mr. Basir, who 
was a member of the investment committee, credit committee, to 
cover myself. 

Senator Kerry. And you never got a response from them, did 
you? 

Mr. Chinoy. No, sir. 

Senator Kerry. Did you get anything as security? 

Mr. Chinoy. Well, the bonds itself. 

Senator Kerry. The bonds were from CenTrust? 

Mr. Chinoy. CenTrust. 

Senator Kerry. So you received CenTrust bonds as security 
against the loan. 

Mr. Chinoy. That’s right. 

Senator Kerry. Did Mr. Pharaon buy the bonds, or BCCI? 

Mr. Chinoy. Yes, eventually we got instructions verbally from 
London. But Mr. Pharaon did not want the bonds to be bought by 
the bank, but he would buy the bonds. And what eventually 
emerged was that the loan was repaid in 2 months. Mr. Pharaon 
bought the bonds and apparently resold the bonds at a profit. He 
made the capital gain of about $340,000, approximately. The bank 
got interest at 16 percent for 2 months, about $600,000 or $700,000. 

Senator Kerry. About $600,000? 

Mr. Chinoy. That’s right. $670,000 dollars. A $1 million was the 
profit on that transaction; $330,000, $340,000 went to Pharaon, 
$670,000 went to the bank. 

Senator Kerry. Do you know where Pharaon got the money to 
pay you back? 

Mr. Chinoy. I have no idea, sir. What I know is that I’ve been 
shown papers that later it was transferred to the Pharaon holdings 
and some of the profit, the profit was transferred to BCCI, Bahrain. 
But I do not — for Pharaon’s account — but I do not know precisely 
where he got the funds from. 

Senator Kerry. Did anyone ever show you a document involving 
Mr. Naqvi that you personally believed was fabricated concerning 
CenTrust? 

Mr. Chinoy. Yes, sir, I have been shown that document by 

Senator Kerry. What document was that? 
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Mr. Chinoy. I’ve been shown a document which is supposed to 
have emanated from Paris office and which has Mr. Naqvfs signa- 
ture on it; two documents having Mr. Naqvi’s signature on it. 

One of those documents is definitely not from Paris. In fact, both 
I do not feel are from Paris, because a, they do not have the signa- 
ture of any Paris, any officer based in Paris. Two, a loan of this 
significance cannot go out without the regional office being con- 
cerned in it, which was my office. And it does not have my signa- 
ture or any members of the credit committee. 

Senator Kerry. And you were not involved in that note at all? 

Mr. Chinoy. No, sir. Again, the letterhead. 

Senator Kerry. The letterhead was different, was it not? 

Mr. Chinoy. That’s right, sir. The Paris letterhead had the Paris 
address distinctly on top. This one has no address at all. It has just 
BCCI. So I feel that this document, it’s not from Paris, France, that 
I know. 

Senator Kerry. So it was the wrong typewriter 

Mr. Chinoy. Yes, sir. 

Senator Kerry [continuing]. Wrong stationary, one signature, 
Mr. Naqvi, absent your signature, which was normal procedure, 
and you had never seen the document. 

Mr. Chinoy. That’s right, sir. 

Senator Kerry. And the document purported to say what? 

Mr. Chinoy. The document purported to say that Paris had made 
an investment of $25 million in bonds and was seeking now to 
become a loan to Dr. Pharaon and requesting the investment com- 
mittee to first authorize an investment of $25 million and later the 
credit committee to authorize a loan, so that the document, the 
bonds, can be resold to Dr. Pharaon. 

Senator Kerry. Let me, at this point, turn to my colleague, Sena- 
tor Brown, both for an opening statement and for any area of in- 
quiry that he might like to pursue at this moment. 

Senator Brown. Thank you, Mr. Chairman. I have no opening 
statement, but I thought I would followup with some questions in 
this area as this develops. 

I was interested in the loan that you discussed previously here 
made to Mr. Hammoud for the purchase of stock in First American 
owned by Mr. Clifford and Mr. Altman. 

Who was the lending institution in that arrangement? 

Mr. Chinoy. Sir, I was amazed to read about this loan. I was not 
aware that a loan had been made available to Mr. Hammoud or 
any purchases for Mr. Clifford or Mr. Altman’s stock. The loan 
that I discussed earlier with Senator Kerry or mentioned to him 
was an existing loan given to Hammoud or one of Hammoud’s com- 
panies in Paris, approximately $120,000 which turned out, for 
which we never received the money back and we had to writeoff 
that loan during 1985, 1986 and 1987. 

Senator Brown. So your only observation was with regard to his 
lack of creditworthiness? 

Mr. Chinoy. That is right, sir. 

Senator Brown. If you would, help us with what you know about 
the relationship between BCCI and the way First American operat- 
ed, specifically with regard to personnel and to banking practices. 
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Mr. Chinoy. Sir, as far as our relationship goes, it was said to be, 
it was a very close relationship. I have no personal knowledge but 
what I’ve heard and as far as personnel goes. There were two gen- 
tlemen, Mr. Aijaz Afridi, who was a general manager in BCCI. He 
had left BCCI and joined Middle East Bank to become president 
and came back to BCCI and was recruited specifically for First 
American. He was in BCCI for only about 4 or 5 days in London 
when he went to First American. 

Senator Brown. What position did he take with First American? 

Mr. Chinoy. I don’t know, sir, but it would be at least a senior 
vice president or executive vice president. I do not know, but it was 
a very senior appointment, a senior management position. 

Then the other was Mr. Khursho Karam Elley. He was a senior 
executive with BCCI. He had been sent to First American. He came 
first to the United States as part of Financial General and then 
' became First American. So he was also a senior banker with BCCI, 
senior position with BCCI and he got a senior management position 
in First American. 

Senator Brown. I understand that you described to the commit- 
tee staff in previous testimony the relationship you believe BCCI 
had or at least observations they had about Mr. Clifford and Mr. 
Altman. The chairman had urged other senior directors to learn 
from Altman’s management styles at one point. 

Mr. Chinoy. Yes, Mr. Abedi held Mr. Altman and Mr. Clifford in 
great respect and Mr. Altman particularly. He often used to men- 
tion to us at various meetings or even small conversations after the 
meetings when you meet in groups of three and four, he would 
mention that we should imitate or look upon Mr. Altman try to 
follow the lead of Mr. Altman, his bearing and his mannerisms and 
clarity of thought. 

Senator Brown. During the period of 1982, 1983 and 1984, you 
are quoted as saying that Altman was described as our man in 
America. 

Mr. Chinoy. That’s right, sir. At one of the meetings, Mr. Abedi 
referred to him as our man in America. 

Senator Brown. During this period, Mr. Altman did legal work, 
directly or indirectly, for BCCI, but was the reference one you took 
to mean that it was their attorney inside that country? 

Mr. Chinoy. No, sir, I didn’t take it as an attorney relationship. I 
am aware that he was, I was not aware that he was, I knew that 
he was an attorney, but I took this as a reference as a banker, as a 
banking executive rather than as an attorney relationship. 

Senator Brown. Did you have occasion to see him during that 
period or associate with him? 

Mr. Chinoy. 1984 or 1985 at the Vienna Conference. I think it 
was 1984. Mr. Altman, I saw him at that conference. It as 1984 in 
Vienna. There were about 400 people and Mr. Altman was in a 
prominent place close to the President. 

Senator Brown. BCCI has worldwide operations. 

Mr. Chinoy. That’s right, sir. 

Senator Brown. Correspondent banks in a number of places. Did 
BCCI bring their attorneys associated with operations in other 
countries to these conferences or was it only management person- 
nel? 
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Mr. Chinoy. Sir, I can’t recollect any attorneys attending the 
conferences. I know Price Waterhouse attended the conference. 
The auditors did. The attorneys, I do not remember any attorneys 
from London or from any other country attending the conference. 

Senator Brown. Well, Mr. Altman’s position was solely that of 
counsel at the time. Can you help us with why they may have 
brought him to the conference then? 

Mr. Chinoy. Sir, maybe I was wrong, sir, but I always assumed 
that he came as a banker, as a banking executive. Maybe I was 
wrong in my impression, but my impression was he came as a 
banking executive and not as legal counsel. 

Senator Brown. As far as you know, other attorneys then did 
not come. 

Mr. Chinoy. No, sir, there were no other attorneys I’ve seen at- 
tending the conference. 

Senator Brown. Or attorneys referred to in that way as “our 
man?” 

Mr. Chinoy. No, I really, really, I don’t recollect any particular 
instance, I do not recollect of an attorney being referred to at any 
of these marketing meetings. 

Senator Brown. You have also referred to correspondent bank- 
ing relationships with with First American. 

Mr. Chinoy. Right. 

Senator Brown. Clearly, there were correspondent relationships. 
Would you give us your impression of whether they were normal 
correspondent relationships or whether they were relationships 
that implied a stronger connection? 

Mr. Chinoy. Sir, BCC as I knew had major correspondent rela- 
tionships with Security Pacific, where BCC had a large line of 
credit totalling almost $1 billion, as a recollect, in 1988. Bank 
America, a major line of credit; some I’m not sure. A small line, 
how much, at Citibank. But I’m not sure. 

But major relationships with Bank of America and Security Pa- 
cific. And also something, smaller lines, with Bank of New York. 

And then suddenly, we get pressure. The managers in various re- 
gions were pressurized by Mr. Aijaz Afridi at various meetings to 
establish accounts with First American. 

Now, unless correspondent banks do not go for, particularly the 
African branches, because of exchange difficulties in Africa, it’s not 
easy to get lines of credit for African branches, because sometimes 
letters of credit are established, the correspondent bank has to 
make a payment, and money, the dollar payments may be delayed. 

So, automatically, without — you’re forced — it’s compulsory or 
whether it becomes a temporary overdraft for the branch who es- 
tablished the letter of credit. And yet, First American was going 
out to seek these deposits, to seek these accounts. 

And this is not, unless it’s part of the same group, they would 
not seek the same. Yes, if it was an industrialized country like 
France, I can understand because there’s no problems there of for- 
eign exchange remittances. 

But for African countries to get line of credit is little more diffi- 
cult. And yet, First American was willing and was interested in 
getting these accounts. 
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Senator Brown. Was there anything in the correspondent rela- 
tionship that was established between BCCI and First American at 
this time that made you think it was different than a normal corre- 
spondent relationship? 

Mr. Chinoy. Senator, the exact correspondent relationship would 
be handled by the international division in London between First 
American, as all major correspondent relationships were handled 
by international division which was operating in London which 
was a large department. So I do not know the exact line of credit 
or what facilities had been arranged or agreed upon, so I am not in 
a position to tell you. 

I only know the personal approaches made to managers to estab- 
lish accounts, including requests to me from Mr. Afridi to transfer 
Paris’ account. That, while he was friendly with me personally, 
then why was I not routing some business with Paris? Because 
Paris did not have an account with First American and this was 
personally — he was getting personally upset. 

Senator Brown. Do you recall when this correspondent relation- 
ship first developed? 

Mr. Chinoy. I don’t know, sir, but I know it started from 1983, 
1984, the pressures were on. When they used to come to London 
they were — as different, as managers were met, they would — Mr. 
Afridi would use his personal contacts or personal knowledge with 
the manager to try and get the account for First American. 

Senator Brown. Thank you, Mr. Chairman. 

Senator Kerry. We are going to produce some documents for the 
record concerning Mr. Hammoud and the inquiry that I had with 
you earlier, and concerning the relationship between BCCI and 
CenTrust. Those documents will be made available at the close of 
the hearing or during the hearing. 

Do you believe it is possible that Mr. Hammoud is still alive? [No 
response.] 

Senator Kerry. You are smiling a big smile. 

Mr. Chinoy. I think so, sir, I think so, but this is a personal opin- 
ion. 

Senator Kerry. It is a personal opinion, I understand, you have 
no fact. 

Mr. Chinoy. I have been in custody for last 8 months here, 9 
months, and I read about it in the paper. I think so, sir. This is, 
again, a personal opinion. 

Senator Kerry. And you think so because, why? 

Mr. Chinoy. Sir, what I read was, the difference in the corpse 
was a few inches shorter. 

Senator Kerry. That the body that was buried was 4 inches 
shorter than Mr. Hammoud? 

Mr. Chinoy. Than Hammoud. That doesn’t sound too — it seems 
strange. 

Senator Kerry. And does it sort of fit with your knowledge of 
this man? I mean is that partly why you are smiling, that there is 
a modus operandi here? 

Mr. Chinoy. I say in my opinion, because I had to — I apologize. 
My opinion is really biased, I wasn’t impressed by him. But then, 
don’t take my opinion because mine is a personal — I didn’t like the 
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man. I had one meeting with him that wasn’t really pleasant for 
me. 

Senator Kerry. Now when you were in Paris you came to meet 
Mr. Adnan Khashoggi, correct? 

Mr. Chinoy. That is right. 

Senator Kerry. That was in 1986. 

Mr. Chinoy. 1986. 

Senator Kerry. Can you tell us the circumstances of your meet- 
ing Mr. Khashoggi? 

Mr. Chinoy. Sir, here I want to be a little — it could be late 1985 
or 1986, now, I’m not familiar, but I think 90 percent it was 1986. 

Senator Kerry. It was in 1985 you took over the Monte Carlo 
branch, correct? 

Mr. Chinoy. I took over Paris in 198 — I moved to France in 1985, 
1st October, 1985. 

Senator Kerry. All right. 

Mr. Chinoy. OK, my meeting with him was — and Monte Carlo 
came under me at that time. I was general manager for France 
and Monte Carlo. 

Senator Kerry. And Monte Carlo. 

Mr. Chinoy. That’s right. 

Senator Kerry. Now Monte Carlo was building up profits. Is that 
correct? 

Mr. Chinoy. That is right, sir. Profits were steadily increasing 
from $15,000 a month, had gone over to $35,000, $40,000 a month. 

Senator Kerry. And deposits had gone up to about $75 million 
but lending was only $1 million. 

Mr. Chinoy. That is correct, sir. 

Senator Kerry. So, again, large surplus funds were building up 
in Paris. Is that correct? 

Mr. Chinoy. That’s right. 

Senator Kerry. And you gave those to Grand Cayman. 

Mr. Chinoy. These funds, yes. Monte Carlo would send these 
funds to Paris, and Paris in turn would hand it over to Grand 
Cayman. And of course, as you mentioned earlier, we were also 
lending in the market. But at this time, in 1980, 1980, early 1986, 
we were keeping larger funds with Cayman. 

Senator Kerry. And at that time Mounir Karim. 

Mr. Chinoy. That’s Karim, sir, correct. 

Senator Kerry. Karim. And who is Mounir Karim? 

Mr. Chinoy. Well Mounir Karim is a Frenchman now, a French 
national, ethnically a Lebanese. He’s one of BCCI’s, I understand 
one of their first graduate trainee officers taken in the 1970’s when 
they established themselves. 

Senator Kerry. What was his role in 1985 when you were in 
Paris? 

Mr. Chinoy. He was manager. He was manager of Monte Carlo 
branch. He was not in Paris, he was stationed in Monte Carlo. 

Senator Kerry. And he called you and said he wanted to come to 
Paris with Mr. Adnan Khashoggi. 

Mr. Chinoy. That is right. 

Senator Kerry. And they had a business deal to show you. 

Mr. Chinoy. That’s right. 
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Senator Kerry. And you said fine and arranged a meeting. Is 
that correct? 

Mr. Chinoy. That is correct. 

Senator Kerry. Did Khashoggi tell you at this meeting that he 
was involved in arms deals? 

Mr. Chinoy. Yes. Mr. Khashoggi was quite candid, open about it. 
He said 

Senator Kerry. Where did you meet? 

Mr. Chinoy. We met in Paris in the branch itself, on the ground 
floor of the branch. 

Senator Kerry. Did he describe a deal to you? 

Mr. Chinoy. Yes. He made a request for a $5 million revolving 
letter of credit — revolving line of credit. 

Senator Kerry. Did he tell you what it was for? 

Mr. Chinoy. Yes. He said it was to supply arms to Iran, Ameri- 
can arms through Israel and sold to Iran. 

Senator Kerry. And he was seeking 4-day credit for that deed. 

Mr. Chinoy. That’s right. 

Senator Kerry. Did you have any understanding about who Mr. 
Khashoggi was representing in this deal? 

Mr. Chinoy. No, sir. 

Senator Kerry. Did you have any belief that he was working 
with any governments? 

Mr. Chinoy. Well, Mr. Khashoggi gave an impression that he 
was working with the governments. 

Senator Kerry. Which governments? 

Mr. Chinoy. He indicated the governments of all three countries 
which were — but he did not elaborate, he indicated that he was 
working with friends in the States, in Israel, and Iran. 

Senator Kerry. You know that these deeds that we are referring 
to now were secret from the American people and from the United 
States Congress, correct? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. So this is a secret arrangement. Is that accurate? 

Mr. Chinoy. That is right, sir. Well at that time, sir, I didn’t 
know it was a secret. 

Senator Kerry. You did not know what the status was, but at 
any rate you now know that that is accurate. 

Mr. Chinoy. That is correct, sir. 

Senator Kerry. And at the time you believed by virtue of the 
representations made by Mr. Khashoggi, that he was dealing with 
the governments and with the approval of the three governments 
that you mentioned, correct? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. Those three governments being? 

Mr. Chinoy. United States, Israel, and Iran. 

Senator Kerry. Now why did he need BCCI? 

Mr. Chinoy. He was short of funds. And the way he related that 
transaction to us was that the Iranians would only pay when they 
actually physically received the arms and equipment. And the Is- 
raelis would not extend the credit. The Israelis would only deliver 
when they had been paid. Now somebody had to be the interme- 
. diary to make the payment and then collect finally from the Irani- 
ans, and he was to be that person. 
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Senator Kerry. So in effect each was willing to be the mover of 
arms and the receiver of arms, but nobody wanted to put them- 
selves on the line for any money. 

Mr. Chinoy. That is right, sir. 

Senator Kerry. And the only way that Khashoggi could make 
the deal happen was to get the money up, but he did not have it. 

Mr. Chinoy. That’s right. 

Senator Kerry. So BCCI became the facilitator, correct? 

Mr. Chinoy. That’s right, sir. 

Senator Kerry. And the first amount was $5 million. Is that ac- 
curate? 

Mr. Chinoy. That’s what he asked for, revolving credit. To take 
the credit on a Thursday or a Friday, and then by Monday to Tues- 
day it would be repaid. 

Senator Kerry. And by virtue of the nature of this deal were the 
terms more generous than normal? 

Mr. Chinoy. Yes, sir, they were very generous. 

Senator Kerry. What were the terms? 

Mr. Chinoy. The terms were, sir, 2 percent front-end fee plus 1- 
1/2 percent above LIBOR, being the interest rate for the actual 
number of days for which the overdraft line was availed. So that 
was very generous terms. 

Senator Kerry. Did you learn at that time whether or not deals 
involving the sale of United States arms through Israel to Iran had 
already taken place with Mr. Khashoggi? 

Mr. Chinoy. Sir, he mentioned to me that he had done a few 
deals at that time, between $1 to $2 million each time. And these 
deals had been done in the form of check discounting on a Friday 
and repayment. He would discount the check and let credit Mr. 
Khashoggi’s account and then on Monday or Tuesday when Mr. 
Khashoggi received the funds to clear the account, the discounted 
entry would be cleared, repaid. 

Senator Kerry. Well let us understand what you are saying be- 
cause it is important. You have not just described a normal trans- 
action, have you, correct? 

Mr. Chinoy. No, sir, it’s not a normal transaction. 

Senator Kerry. What you have described was Manir, the Monte 
Carlo manager, explaining to you how the transaction could be 
done and hidden. Is that accurate? 

Mr. Chinoy. How he had already done it. 

Senator Kerry. How he had already done it. 

Mr. Chinoy. And hidden it from us. Because — or within his au- 
thority, he’d exercised it. But if he had given it the straight over- 
draft he would have had to come up to us 

Senator Kerry. And explain it. 

Mr. Chinoy. Explain it. But he had done it quietly by buying a 
check for $1 million to $2 million, which was within his authority, 
which was easily concealed. And he would then credit Mr. Kha- 
shoggi’s account who would then issue — make the payments. And 
by Tuesday this check which had been purchased, a Swiss check, 
from Mr. Khashoggi’s account, would be honored and the entry 
cleared. 

Senator Kerry. So in effect someone who worked for you, your 
general manager in Monte Carlo, was explaining to you how he 
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had already funded an illicit deal for Khashoggi and pulled the 
wool over your eyes. 

Mr. Chinoy. That is correct, sir. 

Senator Kerry. And you went along with that with respect to 
this particular request of Khashoggi’s. Is that accurate? 

Mr. Chinoy. No, sir, I did not agree to Khashoggi’s request for $5 
million. I declined his request, I said no to him. And Khashoggi — 
what do you call — I declined Khashoggi’s request for the financing 
and instructed Manir not to do any further transactions. Monte 
Carlo’s profits dropped for a couple of months, and then again, sud- 
denly I noticed the profits rising. Whenever Manir felt that he was 
getting short, Manir pushed through an entry or two, discounted a 
check. 

Then, of course, another method was employed by, or utilized by 
Khashoggi. And this was that instead of cashing a check at the 
Monte Carlo, he would issue checks to his banker. He would dis- 
count a check for $1 million or $2 million on BCCI Monte — he 
would issue a check on BCCI Monte Carlo to his banks in London. 
Knowing the stature of the man, the reputation of a wealthy man, 
the bank would buy the check. But by the time the check came 
from London to Monte Carlo a few days would elapse. By that time 
he would have arranged for funds to reach Monte Carlo and the 
check would be paid. 

Senator Kerry. Did you admonish Manir not to do this? 

Mr. Chinoy. Yes, sir. Later when, what you call, the thing again 
got a little out of hand after Manir had done a few transactions, I 
said. 

Senator Kerry. Now how many transactions had already taken 
place with Khashoggi? 

Mr. Chinoy. Sir, I have a feeling eight to nine transactions took 
place. I am not 100 percent, but I am pretty sure eight to nine, to- 
talling $15 to $16 million U.S. dollars took place. And then I wrote 
to Manir a very strong letter not to in any way have any dealings 
with Mr. Khashoggi. Though the current account, he continued to 
maintain that account. 

Senator Kerry. Now before you met with Khashoggi there were 
somewhere between $8 million to $10 million involving five or six 
transactions. Is that correct? 

Mr. Chinoy. Correct, sir. 

Senator Kerry. You learned of those from Manir. 

Mr. Chinoy. That’s right, sir. 

Senator Kerry. Subsequent to that there were three transac- 
tions. 

Mr. Chinoy. Three or four. I think eight went one way, eight 
went — 15, 16. Maybe eight first and eight later, or seven later, 
something like that. 

Senator Kerry. You told Mr. Khashoggi that you had to stop 
doing those kinds of deals. 

Mr. Chinoy. That’s right. 

Senator Kerry. Why? 

Mr. Chinoy. The $5 million. One, I just didn’t want to get in- 
volved. There were too many problems. Two, I felt if Mr. Kha- 
shoggi, if he wanted really the facility, he would have gone to 
London. He was — you know, the big Arabs, very wealthy Arabs 
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talked directly to London to Mr. Abedi and Mr. Naqvi, not to gen- 
eral managers outside. And so I didn’t feel. 

I also — after declining it I did relate to Mr. Abedi personally and 
Mr. Naqvi when they visited Paris, that I had declined this facility. 
And I informed Mr. Rizvi immediately, who was my general 
manger in London. 

Senator Kerry. Now the transactions I have just referred to ex- 
clude a $10 million deal in March of 1986 that you have since seen 
documents on involving Khashoggi and BCCI, correct? 

Mr. Chinoy. Yes. I was not aware. They have been showing docu- 
ments to me. 

Senator Kerry. I understand. You were not aware of it then. 
You were not aware of it, really, until the documents were shown 
to you by the committee. 

Mr. Chinoy. Committee, that is right. 

Senator Kerry. But we have shown you documents of the sepa- 
rate arms deal involving BCCI for $10 million in 1986. 

Mr. Chinoy. Yes, sir. But the documents say the request was 
made — the document which has been shown to me says a request 
was made to Cayman, and Cayman passed the request on to 
London. Now what exactly happened after that, I have not seen 
subsequent documents. But a $10 million request passed on to 
London is there. 

Senator Kerry. How many accounts did Mr. Khashoggi have in 
your region? 

Mr. Chinoy. Sir, what I’m aware of is that he had three accounts 
in Monte Carlo. A dollar account, a dollar checking account, a 
French franc checking account, and dollar CD’s. Now there may be 
other accounts which he may have had in some, because my region 
was nine countries. I am not aware of any others. In Paris, as far 
as I know he did not have an account. 

Senator Kerry. The $10 million transaction that we showed you 
indicated to you that BCCI decided to go around you for some 
transactions. 

Mr. Chinoy. That’s right, sir. That happened quite often. 

Senator Kerry. That was after you said no to the arms deals in- 
volving Khashoggi. 

Mr. Chinoy. That’s right, sir. And London informed of it. 

Senator Kerry. So you were the general manager in Paris but 
telexes began flowing between Caymans and London and Monte 
Carlo. Is that correct? 

Mr. Chinoy. That’s right, sir. And I am amazed that Monte 
Carlo — I have a feeling that Monte Carlo, finding me not receptive, 
suggested that an approach be made to London through Cayman. 
This is, again, my own assessment of the situation. 

Senator Kerry. Were you ever told — and I realize this is second- 
hand, removed, but were you ever told that any BCCI employee 
took a bribe in order to handle the Khashoggi transactions? 

Mr. Chinoy. Yes, sir. Subsequently in 1990 I learned that Kha- 
shoggi, or rather a BCCI employee, Mr. Mounir Karim, had re- 
ceived a bribe of $100,000 for arranging a $5 million loan for Kha- 
shoggi. 

Senator Kerry. I do have some more questions on Mr. Ghorbani- 
far, et cetera, but let me turn to my colleague for a round. 
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Senator Brown. Thank you, Mr. Chairman. I just have a few 
items. I would like to direct your attention to the questions involv- 
ing the acquisition of the National Bank of Georgia and the way 
that was handled. I know you have testified over a wide range of 
things, but I would be interested in your description, if you can, of 
any association you might have had or your bank had, with regard 
to the sale of the National Bank of Georgia, or more particularly 
the sale of Pharaon’s interest in that bank. 

Mr. Chinoy. Regarding the sale, sir, Senator, the first time I 
became aware was sometime in 1986 or 1987. The exact date I do 
not remember because I do not have my diary. During those weeks 
Mr. Abedi and Mr. Naqvi, the president of the bank and Mr. 
Naqvi, the number two, used to visit Paris almost on — they visited 
almost a few Saturdays successively. One particular Saturday they 
missed me at the airport. And the custom was that I used to re- 
ceive them at the airport and take them to Mr. Pharaon’s resi- 
dence, leave them there. That was the agreement, and then in the 
evening when they finished, or after lunch, whenever they fin- 
ished, they would call me and I had to collect them and to drop 
them at the airport and they went back. 

As I mentioned, one particular Saturday we missed each other at 
the airport. They took a taxi and tried to reach Pharaon’s resi- 
dence. Somewhere there they got lost and they called me at my 
residence. They got me at about 3:30 in the afternoon. I told them, 
they were in a restaurant, that it’s better that they get into an- 
other cab and reach the bank, and I will be reaching the bank and 
opening it. 

When we reached the bank — I just reached the bank, more or 
less simultaneously we reached, the taxi and myself. In descending 
from the taxi Mr. Abedi forgot his briefcase. When he entered the 
bank he was a bit upset that, A, he had not been received, he had 
been hunting around, and two, he’d lost his briefcase, forgotten his 
briefcase in the taxi. He was taken to Mr. Pharaon’s residence and 
I was instructed to try and find and retrieve the lost briefcase. 

By getting hold of the help of the police, French police, plus the 
airport officials, and offering a sort of a bribe — a reward, not a 
bribe, sorry, a reward — we found the briefcase. The next day the 
briefcase was found. I got in touch with London, with Mr. Naqvi. 
He first requested me to check whether the briefcase — to open the 
briefcase, where it was not locked to open it, which I did. 

But the briefcase had a little marker on it. It was a Samsonite 
briefcase, thick one, gray Samsonite, thick one, had National Bank 
of Georgia written on the side. Now Mr. Abedi himself would 
always carry a slim leather briefcase. This one was a Samsonite, it 
was bulky. He says open it and check whether there are documents 
right to the top, which I did. National Bank of Georgia files, or 
matters relating to it. 

And then he asked, he instructed me to bring them across to 
London that same — immediately in the evening. I said I was leav- 
ing that day for Ivory Coast for a meeting next day. He said, no, 
you bring it to London, go back, and then catch your flight. I said, 
can I send the assistant manager. He said no, you do it. According- 
ly, his instructions were complied with. So I remembered that, the 
National Bank of Georgia. 
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The second was the following week when they came and I was 
taking them back to the airport, a remark was made by Mr. Abedi 
once he got into the car in Urdu: Thank God the National Bank of 
Georgia deal was done. And then Mr. Naqvi signaled to Mr. Abedi 
that I was sitting there, and they stopped talking. 

So that’s all I know, but later I read the sale was done and I con- 
nected a few things. 

Senator Brown. So your clear impression was No. 1, that they 
were involved in the National Bank of Georgia deal. 

Mr. Chinoy. Yes, sir. 

Senator Brown. And No. 2, that they were not anxious for you 
to know about it. 

Mr. Chinoy. That’s right. 

Senator Brown. And I take it that the concern over the briefcase 
indicated that they weren’t terribly anxious for someone else to 
know about it. 

Mr. Chinoy. That is right. 

Senator Brown. Tell me about that National Bank of Georgia 
deal in terms of First American. We have had testimony from both 
the chairman and the president of First American at the time 
about that. Do you believe they didn’t know anything about the 
deal? 

Mr. Chinoy. I find it difficult 

Senator Brown. Could you move closer to the microphone. 

Mr. Chinoy. Sir, I don’t know them personally, but I find it diffi- 
cult to believe that they don’t about it. This is only a personal im- 
pression, but I have no way of knowing definitely, but I feel that 
they must have known. 

Senator Brown. What factors would make you believe that? Are 
there aspects of this deal that would make you think that bank 
would have knowledge, the leaders of that bank would have knowl- 
edge of it? 

Mr. Chinoy. Sir, it was fairly common knowledge in the BCC 
group that National Bank of Georgia was a BCC bank because 
their representatives used to attend the smaller conferences in 
London where the marketing strategies which I mentioned earlier 
were discussed. So it was fairly common knowledge that the Na- 
tional Bank of Georgia was part of the BCC group. 

Senator Brown. Did Mr. Clifford or Mr. Altman ever attend 
those meetings? 

Mr. Chinoy. No, sir, I never saw Mr. Clifford or Mr. Altman at 
those smaller meetings. 

Senator Brown. Did representatives of First American ever 
attend? 

Mr. Chinoy. Yes, Mr. Afridi and Mr. Khursho Karam Elley at- 
tended. Khursho Karam Elley dropped off later in the 1980’s, but 
Aijaz Afridi continued to attend until 1988. 

Senator Brown. Let me raise a different question with you if I 
could. I wonder if you would describe for this committee your asso- 
ciation and the bank’s association with Jesse Jackson as far as you 
know it? 

Mr. Chinoy. Sir, 1985, late 1985, just after I had been appointed 
to Paris, and I am in Paris maybe 2 or 3 months, Mr. Jackson — I 
got a call from Mr. Abedi advising me that Mr. Jackson was reach- 
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ing Paris and he was coming from Calais by train — he was coming 
by train and that I should receive him, not receive him, 1 should 
meet him at the train terminal and I should also arrange accom- 
modation for him and his party at the Hilton. 

Senator Brown. So that it is clear in my mind, remind me what 
your job title and position were at this time? 

Mr. Chinoy. My job title, I was general manager for France and 
Monte Carlo at that time. 

Senator Brown. Was it your job normally to meet people at the 
train station when they came in? 

Mr. Chinoy. Not normally, sir, but except when they were very 
important people and you didn’t get a call from the president to 
the bank — when he called you jumped. He called maybe once in a 
year or twice a year, when he specifically called. But then you 
jumped when he called. 

Senator Brown. I understand, my wife calls every now and then 
too. Go ahead. 

Mr. Chinoy. I went to the station and there, what you call, ex- 
pecting — I was also told that I should meet him but I should not be 
too prominent. I should tell the arrangements are made for the 
hotel and try to get him at the same suite which Mr. Abedi used at 
the Hilton Hotel. Arrangements were made, I went to the station, 
Mr. Jesse Jackson had arrived with his wife and I think two mem- 
bers, if I remember right, two other members. 

But I thought there would be people to receive him. There 
weren’t anybody to receive him, so when I went up, I met him, I 
told him arrangements had been made. He very kindly asked that 
he did not know French, if I could arrange a taxi for him. 

So having a car with me and with him — I offered to drop them, 
and what had also happened was my wife — I have a 20 year old — 
now she is 20, at that time, 1988, she was 16, when she had heard 
that I was going out in the evening to meet Mr. Jackson, she 
wanted his 

Senator Brown. Not your wife, your daughter? 

Mr. Chinoy. Yes, my daughter, 16 year old daughter 

Senator Brown. Everybody was wondering about this 16 year old 
tradition here. 

Mr. Chinoy. She wanted to meet Mr. Jackson, so my wife had 
brought her to the station and they were standing far back and I 
wasn’t aware. They came up. We dropped them, and that is when 
I — what do you call it, Mr. Jesse Jackson asked us inside there and 
that is when I met him in Paris in 1985, end of 1985. 

Senator Brown. You mentioned that you made the arrangement. 
Did the bank pay for any of his expenses? 

Mr. Chinoy. Yes, the bank paid for the hotel expenses. 

Senator Brown. Do you recall off hand how much that amounted 
to? 

Mr. Chinoy. I am not 100 percent because it is an old - - but I 
think it was about $30,000 — 30,000 francs, 30,000, 32,000 francs for 
Hilton hotel. 

Senator Brown. At the exchange rate then that would have been 
in the neighborhood of $10,000? 

Mr. Chinoy. No, the exchange rate I think was about eight some- 
thing, approximately $4,000 U.S. 
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Senator Brown. $4,000 U.S. Was Mr. Jackson involved in any 
bank activities while he was there on his business? What would be 
the occasion for paying for his $4,000 in expenses? 

Mr. Chinoy. As far as I am concerned, I had instructions from 
London, I debited expense account, made the payment, I got reim- 
bursed from Mr. Hafeez and I think it was a reimbursement from 
Cayman. I know the reimbursement came, I think it was from 
Cayman, I am not 100 percent sure of that because I didn’t keep a 
tab of it. 

Senator Brown. Now were there other times that Mr. Jackson 
visited? 

Mr. Chinoy. He went to Africa from there, and on his return trip 
we again made arrangements, this time at the George V hotel, not 
at the Hilton and we again paid his expenses. 

Senator Brown. Do you recall off hand what that would have 
amounted to in approximate terms? 

Mr. Chinoy. I think, sir, that would have been about, some- 
where, I may be slightly wrong, because it was 6 years ago, but I 
think it was much more, it was 60,000, in the region of 60,000 
francs. So that would be about $7,000. 

Senator Brown. Was he involved in banking business in any way 
during the second visit? 

Mr. Chinoy. Well, on the second visit he mentioned to me that 
he had had a good visit. He had met many heads of states in Africa 
and would it help us to have the accounts of many of the central 
banks, and I said naturally, yes. 

So he said, if he spoke to them — then he said he wanted to know 
where Mr. Abedi was and he would speak directly — I mentioned to 
him that as far as — I was aware that Mr. Abedi was in London at 
that time, and he said he will speak directly to Mr. Abedi. He had 
no further discussions with me. 

Senator Brown. Do you know if he made any suggestions with 
regard to doing business in those countries? 

Mr. Chinoy. I never heard from Mr. Jackson again or I never 
raised the subject with Mr. Abedi. You never asked the president 
who discussed what. 

Senator Brown. Do you have any idea who paid for the travel 
expenses to Africa or to London? 

Mr. Chinoy. No, sir. 

Senator Brown. Do you know if BCCI picked up any other ex- 
penses? 

Mr. Chinoy. Not that I am aware of, sir. I mean, I don’t know, 
maybe London paid for his expenses in London, but I don’t — I 
wouldn’t know. Mr. Hafeez would know. 

Senator Brown. Do you know if Mr. Jackson ever assisted BCCI 
in obtaining accounts in Africa? 

Mr. Chinoy. No, sir, I am not aware of any assistance. 

Senator Brown. Do you know if he visited BCCI offices in 
Africa? 

Mr. Chinoy. I am not sure, sir, whether he visited, but I think he 
met our manager, the managing director in Nigeria. Again, this is 
an impression I have of very old — of that conversation, that he met 
him, but whether he visited the office itself, I am not sure. 
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Senator Brown. One other thing, I am not familiar with the tax 
laws in France, but in the United States, expenses have to be ordi- 
nary and necessary associated with a business. There has to be a 
business purpose. 

Mr. Chinoy. Right. 

Senator Brown. Does France have a similar requirement for de- 
ductible business expense, an expense that would be paid for by a 
business? 

Mr. Chinoy. Yes. 

Senator Brown. Would it be fair to say that the payment of Mr. 
Jackson’s expenses would have been, have to have been related to 
a business purpose? 

Mr. Chinoy. It was not paid from France. We were reimbursed, 
as I mentioned, we had debited expense account, and we were reim- 
bursed by Mr. Hafeez from London and I presume the money came 
from Cayman, but I don’t know. We know that we were reim- 
bursed. We did not pay it out of Paris. 

Senator Brown. One other question, I am wondering if you are 
familiar with the BCCI foundation that was established in Paki- 
stan? 

Mr. Chinoy. Yes, sir. 

Senator Brown. Can you just roughly outline for us how that 
foundation worked? 

Mr. Chinoy. Sir, in 1979 or 1980, Mr. Abedi approached the Paki- 
stani authorities that he wanted to establish a foundation to do 
charitable work, social work and to invest in certain, to invest and 
to create new industries and employment in Pakistan. 

And what you call, funds for this would be generated by donat- 
ing the — a major percent, I think 90 percent if I am right exactly, 
of the profits from Pakistan branches would be— instead of being 
repatriated, would be donated to this foundation and the founda- 
tion as I mentioned earlier would do charitable works, set up hospi- 
tals, social works, create jobs, employment and so on. 

And eventually this foundation was set up, I think sometime in 
1980, 1979 or 1980. In 1979 I think it was set up with the govern- 
ment of Pakistan nominating as the chairman, one or two trustees 
from the public and two or three from the BCCI management. 

Senator Brown. What can you tell us about the activities of that 
foundation? I guess, specifically, did the funds from that foundation 
go strictly for charitable work or did it involve other activities? 

Mr. Chinoy. The Pakistan branches made very good, very sub- 
stantial profits. I mean, to the extent that in — it started off in 1979, 
I think when I was there, we made $8 million and it went up to — 
in 1988 I heard when I was there that the profit was on a figure of 
$20 million. 

Now this is pretax, 90 percent of pretax profits being generated 
in rupees being given to the foundation. It is a lot of money. They 
did some very good work. Some funds could also be used for 
other — if you wished you could use them because you have — a 
foundation, a charitable foundation is not subject to the same strict 
audit procedures or scrutiny by the central bank or the state bank 
of Pakistan which is the equivalent of the Federal Reserve. 
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So you could also it becomes an opportunity to get employment. 
If you want to do somebody a favor, you could put him on the staff 
of the foundation and find a job for him. 

Senator Brown. So it was a way to get pay to people that you 
wished to? Do you know of or have you heard of any of those funds 
though for questionable schemes such as. bribery or other activi- 
ties? 

Mr. Chinoy. No, I have not heard of any personally, though I 
must say that I have been away from Pakistan from 1980 and the 
short visits I have made have been very short and these have been 
either personal, family visits and I have not gone into — or one or 
two delegations I took for 3, 4 days. 

Senator Brown. So other than an opportunity to find a friend 
employment, you don’t know of any misuse of the trust funds? 

Mr. Chinoy. I do not know, sir, myself. 

Senator Brown. Thank you. Thank you, Mr. Chairman. 

Mr. Chinoy. There was a similar foundation in Zimbabwe also, I 
know of. 

Senator Brown. Were there other foundations that you know of 
that they set up or funded? 

Mr. Chinoy. Sir, there were one or two in London, but I am not 
familiar with them. It was kept to the inner circle, but I know that 
there were foundations because some people, if they were sick or 
needed some problems for medical facilities, they did a lot of good 
work, their bills were paid from the foundation. 

Senator Brown. In terms of the donations to the foundations, are 
you aware of any times they were used for buying favor with politi- 
cal leaders? 

Mr. Chinoy. I am not aware of it, sir, because I don’t know much 
about the foundations’ affairs, except that it was there, the large 
availability of funds was there as I said, it had a lot of money in 
Pakistan terms, $15 to $20 million, in rupee terms becomes a very 
large, substantial — 400 million rupees is a lot of money available. 

Senator Brown. Thank you. 

Mr. Lauro. Sir, we have gone for about 2 hours. Would it be pos- 
sible to take a very brief break? 

Senator Kerry. Sure. It is just about 11:20. Why do we not take a 
15 minute recess at this time. We will recess until 20 minutes of. 
But before we recess I am going to put the documents into the 
record that I had specified earlier with respect to both CenTrust as 
well as Mr. Hammoud, and including some documents on First 
American, National Bank of Georgia, and a variety of other issues. 
These documents include questions and answers from Mr. Clifford 
and Mr. Altman from last October, which we have just received. 
We stand in recess for 15 minutes. 

[A brief recess was taken.] 

[The information referred to follows:] 
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Skadden. Arps, Slate, Meagher & Flow 

\A AO NEW YORK AVENUE. N.W. 

WASHINGTON, D.C. 20005-2107 

FAX: 1202) 303-5700 1202 ) 371-7000 

DIRECT DIAL 
12021371- 

March 6, 1992 


BY HAND 

The Honorable John F. Kerry 
Chairman ? Subcommittee on Terror ism, 

Narcotics and International Operations 
Senate Foreign Relations Committee 
421 Russell Senate Office Building 
Washington, D.C. 20510 

Res Messrs. Clifford and Altman 
Dear Senator Kerry: 

In response to your letter dated November 15, 1991 
and Mr. Winer's letter dated December 11 f 1991, on behalf of 
Messrs. Clifford and Altman we are providing herewith a number 
of documents. Please note that a number of the requests for 
documents in the referenced letters cover a wide range of 
matters over the past fourteen years. As with our previous 
production to your office, we have made a good faith effort to 
identify responsive materials from the voluminous files 
relating to these matters. 

Specifically, enclosed please find the following: 

1. An accounting of fees paid from the BCCI 
"Legal Defense Fund" through January 23, 1991. 

As we explained to Messrs. Winer and McKean 
during our meeting on February 26th, we 
understand that this accounting was prepared 
by Clifford & Warnke, and we have not verified 
the amounts listed therein against the 
underlying account documentation. Please note 
that this accounting reflects total payments 
in legal fees and vendor payments of 
approximately $22 million, approximately one- 
half that indicated by the chart prepared by 
the House Banking Committee staff which you 
provided to us during Messrs. Clifford and 
Altman's October 24, 1991 appearance before 

your Subcommittee. 
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2. Copies of available Powers of Attorney granted 
to Mr. Altman by certain of the investors in 
First American. 

3. Documents reflecting the relationship between 
Dr. Ghaith Pharaon and BCCI 9 as of the time of 
First American's purchase of the National Bank 
of Georgia ("NBG"). 

A. Page 46 of Mr. Altman's deposition in Sandberg 
v. Virginia Bankshares, Inc. 

3. Documentation reflecting communications by Mr. 
Abedi regarding the NBG acquisition by First 
American. 

6. Affidavit of R. Lee Jenkins 9 previously 
provided to the Federal Reserve Board in 
connection with this matter, which details the 
participation by the Board of Directors of 
First American Bankshares in the decision to 
acquire NBG. 

7. Pages 89-90 of Messrs. Clifford's 

September 11 ? 1991 testimony before the House 
Banking Committee, in which he testified that 
he was advised by counsel from Wachtell Lipton 
to finance his BCCI stock purchase on a non- 
recourse basis. 

8. Selected portions of the trial transcript in 
USA v. Awan et. al. , reflecting the testimony 
of Agent Robert Mazur referred to by Mr. 
Altman in his response to your Question 50. 

9* Documents reflecting the purchases of 

certificates of deposit from ICIC by CCAH in 
December 1986, and by First American 
Bankshares in January 1987 and May 1987. 

10. Correspondence with Mr. Mohammad Mahmoud 
Hammoud. Please note that by letter to you 
dated October 11, 1991, we previously provided 
copies of written communications with Mr. 
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Hammoud's counsel, his accountant and 
representatives of his estate- 

11. A "Fact Sheet" prepared in connection with 
your "Dear Colleague" letter of January 23, 

1990. 

12. Documents pertaining to communications with 

any Congressional office relating to BCCI 
during the period from January 1, 1990 to 

March 31, 1990. 

13. Time sheet for James Duff, an associate with 
the firm of Clifford & Warnke, reflecting 
effort in connection vith a contact with a 
Senate office on behalf of BCCI in the period 
January 1, 1990 through March 31, 1990. 

* * * 

We have also enclosed the following three documents 
referred to by Messrs. Clifford and/or Altman during their 
October 24, 1991 appearance before your Committee: 

14. Bank of America press releases dated 
January 30, 1978 and September 1, 1978. 


15. Letter to the Editor of the Wall Street 
Journal, from Geryld B. Christianson, Staff 
Director, Committee on Foreign Relations, U.S. 
Senate, published July 8, 1991. 

With best wishes. 


Sincerely, 

Robert S. Bennett 
Carl S. Rauh 


Enclosures 
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PRIVILEGED AND CONFIDENTIAL 
ATTORNEY WORK PRODUCT 

ACCOUNTING OF LEGAL FEES FOR BCCI 

January 23, 1991 

AMJAP A WAM 


gjn jtb & Ful l er $ 


Witness Fee: John Pilcher 


Perkins Coie 


Reimbursement: trial exp. 
Trust Account: Trial Center 

Pmt. on Acct.: Trial Ctr. 
Trial Center Expenses 
Trial Center Expenses 
Pmt. on Account: Legal Fees 
Pmt. on Acct: Trial Ctr. 
Pmt. on Acct: Trial Ctr. 
Pmt. on Account: Legal Fees 
Trial Center Expenses 


AMOUNT OF 

BILL TOTAL 

41.588.40 

18.338.59 

24.055.92 

3.413.76 
4,718.05 
2,001.44 
3,724.20 
4,148.31 

3.728.77 
32,901.57 

5,000.00 
7,119.50 

20.236.41 
47,360.02 
21,865.27 

9,833.70 
1,856.08 

$ 251,889.99 

$ 55,125.58 
64,388.83 
69,628.81 
33,099.06 

28.924.68 
27,397.46 
23,317.86 

22.574.93 
28,478.09 
41,288.19 
73,464.63 

196,840.30 
28,575.01 

50.000. 00 
138,571.29 

20 . 000 . 00 

69,497.12 

27.498.60 

300.000. 00 
30,000.00 
30,000.00 

100.000. 00 

23.276.68 


$1,481,947.12 
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AMJAD AWAN (CONTINUED! 

ZM<?tennanj_Spae<ter. Ta.Yl.or 

& Evans $ 4,888.72 

52.37 

6.80 

148.23 
199.75 
113.61 

449.23 
213.59 

$ 6,072.30 

TOTAL FOR AMJAD AWAK $1,739,909.41 
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SYEP At HHSSAIM 


Hoaan. Greer j Shapiro 


Payment on Account 


AMOUNT OF 

BILL 

$ 23,921.00 

66.049.58 
50,402.02 

27.174.09 
26,146.79 

28.603.58 
10,768.00 

24.584.10 
2,951.67 

15,262.81 

7,539.57 

8,850.96 

9,971.92 

19,597.52 

30,083.20 

82,654.42 

84,356.07 

166,286.45 

70.000. 00 

80.000. 00 


TOTAL 


$ 835,203.75 


Trenam, Simmons. Kemker, 

Scharf, et al. $ 24,439.17 

38,562.23 

20,809.38 

11,404.82 

22,207.77 

3,359.74 

711.00 

570.35 

937.85 


$ 123,002.31 


Bush. Ross. Gardner 
w<*XEs.n A Rudy, p.ft, 

Payment on Account 

Payment on Account 
Payment on Account 

TOTAL FOR SYED A. HUSSAIN 


$ 25,358.47 
11,062.24 
14,476.76 
26,533.97 
20 , 000.00 
25,000.00 

25.000. 00 

20 . 000 . 00 

$ 167,431.44 

$1,125,637.50 
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AKBAR A. BILGRAMI 


Dunnells. Duvall. Bennett 
k Porter 


AMOUNT OF 

bill 


> 27 , 
42 , 

45 , 
33 , 
40 , 
27 , 

30 , 

46 , 

31 , 
49 , 

103 , 

367 , 

3 9 

120 , 


666.54 

380.61 

368.05 

473*34 

306.99 

909.48 

645.25 

822.04 

014.83 

740.83 
314.65 
561.16 
199.81 
000.00 


TOTAL 


$ 969 , 403.58 


Sadden, Arps, sigte, 

Payment on Account 


$100,000.00 


$ 100 , 000.00 


I* z spy**- JEMteyi. . , Pol l.j 
<?ilUQK .6 Paul 


? 19 , 
27 , 
39 , 
46 , 

24 , 

25 , 
33 , 
29 , 
27 , 
22 , 
15 , 
17 , 
17 , 
15 , 
24 , 
49 , 
82 , 
44 , 

102 , 

70 , 

70 , 


630.00 
148.79 
813.16 

786.00 
767.25 
390.30 
846.60 
842.64 
810.20 
768.78 
600.11 

664.48 

540.00 
247.50 
402.32 
183.68 
863.41 

288.49 
449.76 
000.00 
000.00 


TOTAL FOR AKBAR BILGRAMI 


$ 807 , 043.47 

$ 1 , 876 , 447.05 



402 


AMOUNT OF 


TOTAL 


Payment on Account 
Payment on Account 
TOTAL FOR SIBTE HASSAN 


$ 31 , 
73 , 
49 , 

44 , 
40 , 
51 , 

45 , 
65 , 
48 , 
16 , 
14 , 
30 , 
18 , 
38 , 
87 , 
37 , 
85 , 
60 , 
60 , 


638.51 

256.57 

846.98 

106.27 

792.33 

326.33 
591.60 
920.87 

560.27 

583.54 
104.32 
000.00 
286.02 

439.64 
839.26 

594.54 

319.65 
000.00 
000.00 


$ 899 , 206.70 



I AH HOWARD 


Patrick D. Dohertv 


Payment on Account 


Payment on Account 
Payment on Account 


AMOUNT OF 
BILL 

$ 24 , 027.37 
28 , 788.89 
22 , 430.48 
17 , 006.78 
17 , 585.20 
32 , 752.42 

25 . 000 . 00 
8 , 669.41 
5 , 078.24 
5 , 558.80 

14 , 081.55 

17 , 795.46 

28 , 426.50 

40 , 664 . 24 - 

90 , 464.76 

50 . 000 . 00 

30 . 000 . 00 


Lund & Q / Flaherty 


$ 564.50 

574.25 

642.25 


TOTAL FOR IAN HOWARD 


TOTAL 


$ 458 , 330.10 

$ 1 , 781.00 

$ 460 , 111.10 
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IQBAL ASHRAF 


AMOUNT OP 

BILL— TOTAL 


Sands & Moskowitz 



$ 2,050.00 

McCambridge . Deixler £ 
Manna ro 



$ 5,121.25 

Sheannan k Sterling 

$ 

419,623.46 




23,637.78 

22,581.44 

20,000.00 




5,587.50 

7,995.18 

$499,425.36 

Carlton. Fields. Ward. 
9% fll 

$ 

5,418.87 

6,466.53 




17,691.67 

30,000.00 

30,000.00 

39,943.85 

43,152.15 




3,531.53 

$176,204.60 

Lawrence F. Liebenbaum 

s 

1,850.80 




1,875.00 

$ 3,725.80 

Fowler. White. Gillen. 
Boaas. Villareal & Banker 

$ 

1,003.47 

$ 1,003.47 

TOTAL FOR IQBAL ASHRAF 



$687,530.48 
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NAZIR CHINOV 


AMOUNT OF 
BILL 


Crowell & Morina 


Payment on Account 


$ 89,865.32 

31.708.77 
40,679.26 
29,922*69 
39,447.43 

5,607.91 

58,966.35 

18.297.78 
25,009.56 
24,379.94 

1,773.41 

35,000.00 


Reynolds Dawson f Solicitors) 

C_t — Hlfillfills t Q»Ct 

A. Jones. Counsel $ 21,003.06 

21,310.70 

22,868.51 

Payment on account: 47,850.00 

87,694.60 

63,807.41 

45,133.23 

61,220.22 

87,573.00 

117,280.70 

19,966.25 

150,000.00 


I P.T AL 


$ 400,658.42 


$ 745,707.68 


TOTAL FOR NAZIR CHINOY 


$1,146,366.10 
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SAAD SHAFT 


AMOUNT OF 

BILL TOTAL 


Spriggs 6 Hollingsworth $ 3,588.81 

51,431.27 

53,015.22 

7,427.10 

13,528.17 

2,693.17 

11,895.09 

1,661.84 

1,762.71 

3,725.16 

10,242.01 

3,985.95 

16,192.49 

32,719.46 

$213,868.47 

McKinney. Bankcroft & Hughes $ 3,015.08 $ 3,015.08 


Thomas A«Et Evan? 

TOTAL FOR SAAD SHAFT 


$ 3,150.00 

7,444.60 


$ 10,594.60 
$227,478.15 


FLORIDA JEOPARDY TAX ASSESSMENT 

AMOUNT OF 

BILL TOTAL 


B. Gray Gibbs. P.A. $ 9,215.00 

7.353.00 
1,876.36 

2.280.00 

1.649.20 
1,943.30 
1,600.15 

4.815.20 
3,608.01 
3,063.98 
1,360.65 
1,046.50 

2,570.00 
7,068.10 

Pint, on Acct.: July 1990 2,000.00 

2,119.80 

760.25 


$ 54,329.50 



407 


- 10 - 


GRAND JURY WITNESSES 
BANDE HASAN. ET AL. 


AMOUNT OF 

BILL TOTAL 


Steel. Hector & Davis 


Credit of $9,969.21 Due 


Payment on Account 
Payment on Account 


$ 38,547.77 
40,588.94 
16,037.33 
16,037.33 
2,563.51 
1,768.05 
243.35 
1,995.29 
1,568.47 
3,107.16 
1,824.70 
4,985.62 

50.000. 00 

30.000. 00 
12,864.19 


$222,131.71 


GRAND JURY INVESTIGATION 

TARIQ.J-M 


AMOUNT OF 

PI LL TOTA L* 

Raskin & Graham. P.A. $ 3,355.95 

402.97 

869.78 

690.00 

2,204.34 

4,009.03 

219.18 

1,912.48 


TOTAL FOR TARIQ JAN 


$ 13,663.73 
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bank of credit and commerce INTERNATIONAL i OVERSEAS \ 


Laxalt. Washington. Perito 
i Dubuc 


Letras Hatter 

Letras Matter , 

Letras Matter 

On Account 4/21-5/23/89 
Letras Matter 

Letras Matter 
Letras Matter 

Payment on Account 

Letras Matter 
Letras Matter 
Payment on Account 


Arent. Fox. Kitner. Plotkin 
i Kahn 


Payment on Account 


Payment on Account 
Payment on Account 


AMOUNT OF 

BILL TO TAL 


$ 19,685.00 
195,618.66 

100,000.00 
78,759.79 
104,831.19 
77,782.30 
89,805.44 
22,022.54 
107,759.68 
9,885.90 
4,824.25 
129,058.24 

100. 000. 0J) 

3,458.94 

163,595.41 

1,367.11 

1,347.06 

133,733.06 

225.000. 00 
532,351.50 

3,694.09 

4,877.41 

50 , 000.00 

$ 2 , 159 , 457.57 


$ 54 , 961.90 
151 , 226.17 
161 , 126.00 

110 . 446.00 

130 . 044.00 

130 . 821.00 
82 , 064.90 

225 . 000 . 00 

130 . 279.00 

250 . 000 . 00 

613 . 520.00 
19 , 680.00 

200 . 000 . 00 
100 , 000.00 

$ 2 , 359 , 168.97 
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BCCI OVERSEAS CONTINUED: 

Janis, S chue Ike & Wechsler 


Payment on Account 

Payment on Account 
Payment on Account 

Morrison & Foerster 


$ 56 , 340.65 
138 , 795.94 
107 , 880.89 
119 , 665.68 
101 , 879.92 
71 , 869.70 
94 , 254.50 
107 , 427.87 
86 , 885.83 
127 , 597.22 
64 , 392.41 

125 . 000 . 00 
161 , 148.59 

120.000. 00 

150 , 000.00 

99 , 027.92 

50 , 000.00 

$ 1 , 782 , 167.12 


$ 100 , 000.00 

127 , 839.49 

55 , 494.09 

37 , 692.59 

18 , 902.33 

17 , 892.07 

68 , 271.39 

65 , 100.74 

28 , 870.89 

30 , 518.63 

36 , 232.83 

21 , 442.13 

58 , 061.78 

31 , 309.05 

39 , 653.81 

15 , 026.41 

10 , 406.73 

60 , 564.91 

4 , 917.33 


TOTAL FOR BCCI (OVERSEAS) 


$ 828 , 197.20 

$ 7 , 128 , 990.86 
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BANK OF CREDIT AND COMMERCE INTERNATIONAL. S.A. 

AMOUNT OF 

BILL TOTAL 


Holland & Knight 


FL taxation proceedings 
FL Comptroller 
FL Comptroller 
FL Comptroller 
Indictment/tax 
Indictment 

FL taxation proceedings 
FL Comptroller 

Payment on Account #68 
Payment on Account #31 
Payment on Account #69 
Payment on Account #58 
Reimbursement-Trial Center 

Witness fee: Raymond Anrig 
Payment on Account 
Payment on Account 
Payment on Account 


MilbanX, Tweed, Hadley 
& McClov 


Sumner & Schick 


Berliner & Maloney 

Peter Carter-Ruck & Partners 

Langone . Pagani & Asso. 


$ 161 , 795.61 

3 , 426.22 

21 , 610.41 

168 , 298.27 

60 , 624.96 

48 , 845.67 

22 , 760.75 

14 , 886.26 

39 , 322.13 

5 , 423.20 

13 , 238.86 

42 , 307.03 

34 , 141.46 

42 , 151.98 

45 , 827.70 

8 , 111.35 

19 , 181.51 

125 . 000 . 00 

65 , 000.00 

9 , 118.84 

150 . 000 . 00 
7 , 677.32 

100,025.46 

35.00 


250.000. 00 

800.000. 00 
700,000.00 



$ 

2,958,809.99 

$226,807.61 



152,591.75 

$ 

379,399.36 

$ 1,006.00 



5,046.37 



344.38 

254.57 



4,716.02 

$ 

11,367.34 

$ 227.02 

$ 

227.02 

$ 5,000.00 

s 

5,000.00 

$ 11,491.25 

$ 

11,491.24 
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$ 14 , 398.15 $ 14 , 398.15 

$ 769.59 

689.52 
544.97 

$ 2 , 004.08 



$ 10 , 725.00 


$ 10 , 725.00 


TOTAL 


$ 3 , 393 , 422.18 


TOTAL LEGAL FEES PAID TO DATE 


$ 18 , 975 , 224.47 
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PRIVILEGED AND CONFIDENTIAL 
ATTORNEY WORK PRODUCT - 


ACCOUNTING OF FEES PAID TO VENDORS 



ON BEHALF OF BCCI 



January 23, 1991 


MISCELLANEOUS 

SERVICES: 


DATE 

RECIPIENT 

amount 

11/11/88 

Paul Hogan 6 Associates 

$ 6,750.00 

02/07/89 

DHL Worldwide Express 

146.00 

06/27/89 

Henry T. Culbreth, CPA 

2,256.75 

09/14/89 

Henry T. Culbreth, CPA 

536.90 

09/14/89 

Henry T. Culbreth, CPA 

599.35 

05/01/90 

Henry T. Culbreth, CPA 

3,188.70 

07/26/90 

Seven Languages Trans* 



lating Services, Inc. 

1,190.42 

07/26/90 

Figaro Travel South 

3,521.00 

08/02/90 

Figaro Travel South 

5,298.00 

09/05/90 

R. Shan Shikarpuri, P.A. 



(CPA: I. Ashraf) 

1.650.00 


Subtotal 

$ 25,137.12 

INVggTIgATIVEl 



DATE 

RECIPIENT 

AMPVNT 

11/11/88 

Philip Manuel Resource 

$ 17,621.65 

11/28/88 

Philip Manuel Rescource 

11,086.29 

01/12/89 

Philip Manuel Resource 

44,621.75 

02/10/89 

Philip Manuel Resource 

32,786.24 

04/18/89 

Philip Manuel Resource 

28,121.90 

05/15/89 

Philip Manuel Resource 

3,443.95 

07/19/89 

Philip Manuel Resource 

14,923.50 

08/03/89 

Philip Manuel Resource 

17,560.40 

09/12/89 

Philip Manuel Resource 

6,870.30 

09/12/89 

Philip Manuel Resource 

29,767.16 

11/29/89 . 

Philip Manuel Resource 

8,315.25 

01/31/90 

Philip Manuel Resource 

7,218.75 

12/13/89 

The Morley Group 

9,432.80 

01/12/90 

The Morley Group 

10,470.30 

02/22/90 

The Morley Group 

. 9,631.98 

06/06/90 

Philip Manuel Resource 

54,787.80 

06/22/90 

Philip Manuel Resource 

76,163.10 

08/17/90 

Philip Manuel Resource 

55,000.00 

08/17/90 

The Morley Group 

20,000.00 

09/27/90 

Philip Manuel Resource 

50,000.00 

09/27/90 

The Morley Group 

8,446.36 


Subtotal 

$516,269.48 
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ACCOUNTANTS: 

DATE 

05 / 03/89 

06 / 12/89 

07 / 19/89 

07 / 27/89 

10 / 11/89 

12 / 20/89 

02 / 07/90 

05 / 09/90 

05 / 17/90 

05 / 22/90 

08 / 07/90 


FSCIEIEHI 

Price Waterhouse 
Price Waterhouse 
Price Waterhouse 
Price Waterhouse 
Price Waterhouse 
Price Waterhouse 
Price Waterhouse 
Price Waterhouse 
Price Waterhouse 
Price Waterhouse 
Price Waterhouse 

Subtotal 


DUPLICATION SERVICES: 


♦ DATE RECIPIENT 


12 / 06/88 

12 / 06/88 

12 / 30/88 

12 / 30/88 

01 / 11/89 

01 / 26/89 

02 / 06/89 

02 / 07/89 

02 / 22/89 

04 / 04/89 

04 / 19/89 

06 / 12/89 

06 / 27/89 

07 / 12/89 

07 / 27/89 

08 / 09/89 

08 / 25/89 

08 / 25/89 

08 / 25/89 

09 / 14/89 

09 / 25/89 

09 / 27/89 

10 / 02/89 

10 / 16/89 

10 / 26/89 

10 / 26/89 

10 / 26/89 

11 / 13/89 


PIP Printing 
Xerox Corporation 
Xerox Corporation 
Pandick Technologies Inc. 
Xerox Corporation 
Exchange Photo Offset 
Corporation 
PIP Printing 
Xerox Corporation 
Xerox Corporation 
Xerox Corporation 
Xerox Corporation 
Xerox Corporation 
Xerox Corporation 
Xerox Corporation 
PIP Printing 
PIP Printing 
PIP Printing 
PIP Printing 
Xerox Corporation 
PIP Printing 
PIP Printing 
Xerox Corporation 
PIP Printing 
PIP Printing 
PIP Printing 
Xerox Corporation 
PIP Printing 
PIP Printing 


AMOUNT 

$ 130 , 400.00 

26 . 900.00 

54 . 550.00 

117 . 700.00 

570 . 686.00 
300 , 000.00 

262 . 400.00 
38 , 387.47 

162 . 300.00 
38 , 386.77 

97 . 021.00 

$ 1 , 798 , 731.24 


AMOUNT 

$ 5 , 288.07 

728.38 
13 , 830.94 
48.44 
1 , 833.75 

43 , 639.42 

202.51 

20 , 825.04 

555.77 

778.85 

4 , 942.68 

4 , 305.30 

1 . 465.17 
3 , 729.08 

314.12 

92.23 

500.23 

96.46 

3 , 462.29 

912.28 

938.16 

7 , 612.47 

1 . 164.17 
341.91 
142.81 

21 , 133.44 

40.73 

120.68 
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DUPLICATION SERVICES CONTINUED: 


12/01/89 

PIP Printing 


249.82 

12/01/89 

Xerox Corporation 


22,970.31 

12/13/89 

PIP Printing 


23.90 

12/20/89 

PIP Printing 


106.57 

12/22/89 

Xerox Corporation 


1,326.29 

01/03/90 

PIP Printing 


30.55 

01/31/90 

Xerox Corporation 


5,922.33 

01/31/90 

PIP Printing 


458.97 

» 02/21/90 

Xerox Corporation 


18,437.48 

05/01/90 

Xerox Corporation 


30,000.00 

05/09/90 

Xerox Corporation 


21,877.04 

06/11/90 

Xerox Corporation 


13,235.21 

06/22/90 

Xerox Corporation 


14,427.58 

07/26/90 

Xerox Corporation 


22,545.98 

10/10/90 

Xerox Corporation 


23,794.93 

10/17/90 

Xerox Corporation 


2,272.04 


Subtotal 

$316,724.38 

COURT REPORTERS; 

DATE 

RECIPIENT 


AMQyiiT 

12/06/88 

Linda Frecka & Associates 

$ 

994.00 

12/06/88 

Michael Musette 6 Asso. 


30.00 

02/22/89 

Linda Frecka 6 Associates 


117.00 

03/16/89 

Carol Jacobs Court Rptr. 


252.00 

06/12/89 

Carol J. Jacobs, 

$ 

180.00 

06/12/89 

Linda Frecka 6 Asso. 


390.00 

06/27/89 

Linda Frecka & Asso. 


277.00 

07/27/89 

Linda Frecka 6 Asso. 


70.00 

09/14/89 

Linda Frecka & Asso. 


490.00 

09/14/89 

Linda Frecka & Asso. 


155.00 

10/16/89 

Michael B. Nash 


2,162.50 

12/01/89 . 

Linda Frecka & Asso. 


265.00 

12/20/89 

Carol J. Jacobs 


290.00 

01/31/90 

Linda Frecka 6 Asso. 


110.00 

06/11/90 

Klein-Bury 6 Asso. 

— 



Subtotal 

$ 

8,178.00 

COMPUTER SERVICES: 

DATE 

RECIPIENT 


amount 

12/30/88 

David Traub Computer 

$ 

1,395.00 

01/11/89 

David Traub Computer 


499.08 

03/17/89 

Delta Audio-Visual 


71.55 

06/12/89 

AVCOM 


2,129.40 

06/12/89 

Delta Audio-Visual 


1,173.42 
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COMPUTER SERVICES (CONTINUED! : 


07/31/89 

AVCOM 


1,497.60 

08/09/89 

Delta Audio-Visual 


110.77 

09/14/89 

AVCOM 


35.10 

10/26/89 

Delta Audio-Visual 


888.77 

10/27/89 

Delta Audio-Visual 


327.09 

11/13/89 

Delta Audio-Visual 


181.13 

11/15/89 

Delta Audio-Visual 


174.14 

12/20/89 

Delta Audio-Visual 


50.56 

01/03/90 

Delta Audio-Visual 


15.77 

05/21/90 

Alpha -Meries , Inc . 


2,115.00 

07/10/90 

Alpha -Meries , Inc . 

— 



Subtotal 

$ 

12,348.11 

EXPERT WITNESSES: 

*DATE 

RECIPIENT 


AMOUNT 

06/27/89 

Roger W. Shuy, Inc. 

$ 

4,450.00 

07/28/89 

Roger W. Shuy, Inc. 


2,250.00 

08/09/89 

Roger W. Shuy, Inc. 


5,493.75 

09/20/89 

Roger W. Shuy, Inc. 


8,775.00 

10/02/89 

Business Risks Inti. 


5,000.00 

10/16/89 

Roger W. Shuy, Inc. 


1,900.00 

11/08/89 

Customs International 


5,000.00 

11/15/89 

Roger W. Shuy, Inc. 


3,040.00 

11/27/89 

Ernest Aschkenasy, Inc. 


5,000.00 

11/29/89 

Customs International 


928.00 

12/13/89 

Roger W. Shuy, Inc. 


2,500.00 

12/13/89 

Robert Grosse 


2,658.00 

12/20/89 

Ernest Aschkenasy, Inc. 


9,737.68 

01/12/90 

Roger W. Shuy, Inc. 

$ 

9, 200; 00 

01/12/90 

Dr. Robert Grosse 


3,400.00 

01/12/90 

Business Risks International 

8,327.41 

01/31/90 . 

Ernest Aschkenasy, Inc. 


9,651.53 

02/08/90 

Dr. Ronald Butters 


1,900.00 

02/22/90 

Customs International 


4,146.00 

02/22/90 

Johnson & Gibbs 


1,039.69 

03/02/90 

The Valley Financial Group 


424.53 

03/06/90 

Dr. Ronald Butters 


3,354.80 

04/18/90 

Carl Felsenfeld 


1,462.00 

04/19/90 

Dr. Charles Poncet 


10,538.00 

05/01/90 

Nickerson & Stiner 


2,887.50 

05/23/90 

Business Risks Inti. 


22,926.08 

07/16/90 

Business Risks Inti. 

— 

3.633.36 


Subtotal 

$139,623.33 


TOTAL TO DATE: $2,817,011.66 
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POWER OF ATTORNEY 


Know all men by these presents that the undersigned has 
made, constituted, and appointed, and by these presents does 
hereby make, constitute, and appoint, Robert A. Altman, of the 
law firm of Clifford * Warnke, as the undersigned's true and 
lawful agent and attorney-in-fact to act in the name, place, 
and stead, and on behalf of, the undersigned with respect to 
any and all matters relating to the ownership of shares of 
Credit and Commerce American Holdings , N.V. ("CCAH") ; the 
conduct of the operations of any and all of the following 
corporate entities in which the undersigned has an Indirect 
interest by virtue of ownership of his CCAH shares i Credit and 
Commerce American Investment, B.V. ; First American Corporation; 
First American Bankshares, Inc. and all subsidiaries and 
affiliates thereof; and any other matters deemed by Mr. Altman 
to be necessary and appropriate in connection with such invest- 
ments, giving and granting unto such agent and attorney- in-fact 
full power and authority to perform each and every act and 
thing whatsoever required and necessary to be done in and about 
the premises, as fully and to all Intents and purposes, as the 
undersigned might or could do if personally present. The under- 
signed hereby ratifies each and every action taken by Mr. Altman 
as the undersigned's attorney-in-fact or ’ other representative 
with respect to any action taken by him in connection with any 
of the foregoing matters. The authority granted to Mr. Altman 
herein shall be deemed to supplement any authority previously 
granted to Mr. Altman. 

IN WITNESS WHEREOF, the undersigned . has hereunto set his 
hand as of the _ __ day of , 1982. 



Sheikh Kamal Adham 



POWER OP ATTORNEY 


KNOW ALL KEN BY THESE PRESENTS THAT THE UNDERSIGNED HAS MADE, CONSTITUTED, 
AND APPOINTED, AND BY THESE PRESENTS DOES HEREBY MAKE, CONSTITUTE, AND 
APPOINT, ROBERT A. ALTMAN, OP THE LAW FIRM OP CLIFPORD A WARNKE, AS THE 
UNDERSIGNED'S TRUE AND LAWPUL AGENT AND ATTORNEY-IN-PACT TO ACT IN THE 
NAME, PLACE AND STEAD, AND ON BEHALP OF, THE UNDERSIGNED WITH RESPECT TO 
ANY AND ALL MATTERS RELATING TO THE TRANSFER, SALE OR OTHER DISPOSJTIC 
OP 1,619 REGISTERED SHARES IN CREDIT AND COMMERCE AMERICAN HOLDINGS 
N.V. (THE 'COMPANY*), HELD IN THE NAME OP THE UNDERSIGNED, GIVING 
AND GRANTING UNTO SUCH AGENT AND ATTORNEY-IN-PACT PULL POWER AND 
AUTHORITY TO DETERMINE THE PRICE PER SHARE TO BE PAID AND, UPON VERIFICA’. 
OF RECEIPT OF THE UNDERSIGNED OP THE PULL PURCHASE PRICE, TO ENDORSE 
OVER THE SHARES ON BEHALP OP THE UNDERSIGNED TO A PURCHASER AND TO 
PERFORM EACH AND EVERY ACT AND THING WHATSOEVER REQUIRED AND NECESSARY 
TO BE DONE TO EFFECTUATE THE TRANSFER OF OWNERSHIP, INCLUDING ARRANGING 
THE DELIVERY OF SAID SHARES TO THE PURCHASER AND THE PROPER ENTRY ON 
THE SHARE REGISTER OF THE COMPANY. THE UNDERSIGNED HEREBY RATIFIES EACH 
AND EVERY ACTION TAKEN BY MR. ALTMAN AS THE UNDERSIGNED'S AGENT AND 
ATTORNEY-IN-FACT WITH RESPECT TO ANY ACTION TAKEN BY HIM IN CONNECTION 
WITH ANY OP THE POREGOING MATTERS. 

IN WITNESS WHEREOF, THE UNDERSIGNED HAS HEREUNTO SET HIS HAND AS OF 
THE 23rd DAY OP July 1936 



/2*r 

srti &$***• 
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POWER OF ATTORNEY 


Know all men by these presents that the undersigned has 
made* constituted, and appointed, .and by these presents does 
hereby make, constitute, and appoint, Robert A. Altman, of thi 
law firm of Clifford ft Warnke, as the undersigned 'a true and 
lawful agent and attorney-in-fact to act in the name, place, 
and stead, and on behalf of, the undersigned with respect to 
any and all matters relating to the ownership of shares of 
Credit and Commerce American Holdings, N.V. {"CCAH"); the 
conduct of the operations of any and all of the following 
corporate entities in which the undersigned has an indiireet 
interest by virtue of ownership of his CCAH shares; Credit ai 
Commerce American Investment, B.V. ; First American Corporatioi 
First American Bankshares, Inc. and all 'subsidiaries and 
affiliates thereof; and any other matters deemed by Hr. Altmai 
to be necessary and appropriate in connection with such inves 
ments, giving and granting unto such agent and attorney-in-fai 
full power and authority to perform each and every act and 
thing whatsoever required and necessary to be done in and aboi 
.the premises, as fully and to all intents and purposes, as thi 
undersigned might or could do if personally present. The und< 
signed hereby ratifies each and every action taken by Mr. Alt; 
as the undersigned's attorney-in-fact or other representative 
with respect to any action taken by him in connection with an] 
of the foregoing matters. The authority granted to Mr. Altmai 
herein shall be deemed to supplement any authority previously 
granted to Mr. Altman. 

This instrument confirms the undersigned's prior instruc* 
tions to Robert A. Altman, of the law firm of Clifford ft Warn! 
that Abdullah Oarwaish no longer represents the undersigned 
with respect to the undersigned's ownership of shares in Credi 
and Commerce American Holdings, N.V. or any subsidiary* or 
affiliate thereof. Mr. Altman is authorized and instructed tc 
take all steps deemed necessary by him according to his judgmc 
and discretion to effectuate the prompt removal of Mr. Darwais 
as agent or representative for the undersigned, including, 
without limiting the foregoing, the modification or eorreetior 
of relevant books, records, shares, or accounts and the givine 
of such notice to such persons or entities as may be determine 
by Mr. Altman to be necessary and appropriate. 

IN WITNESS WHEREOF, the undersigned has hereunto set his 
hami as of the 31st day of , 1982. 



Mohammad bin Zaid al-Nahyan 
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POWER OF ATTORNEY 


KNOW ALL MEN BY THESE PRESENTS THAT THE UNDERSIGNED HAS MADE, CONSTITUTED, 
AND APPOINTED, AND BY THESE PRESENTS DOES HEREBY MAKE, CONSTITUTE. AND 
APPOINT, ROBERT A. ALTMAN, OF THE LAW FIRM OF CLIFFORD & WARNKE, AS THE 
UNDERSIGNED’S TRUE AND LAWFUL AGENT AND ATTORNEY- IN-FACT TO ACT IN THE 
NAME, PLACE AND STEAD, AND ON BEHALF OF, THE UNDERSIGNED WITH RESPECT TO 
ANY AND ALL MATTERS RELATING TO THE TRANSFER, SALE OR OTHER DISPOSITION 
OF 1 .470- REGISTERED SHARES IN CREDIT AND COMMERCE AMERICAN HOLDINGS 
N.V. (THE 'COMPANY'), HELD IN THE NAME OF THE UNDERSIGNED AND EVIDENCED 
BY CERTIFICATE NO. 17 (THE 'CERTIFICATE'), GIVING AND GRANTING UNTO 

SUCH AGENT AND ATTORNEY-IN-FACT FULL POWER AND AUTHORITY TO DETERMINE THE 
PRICE PER SHARE TO BE PAID AND, UPON VERIFICATION OF RECEIPT OF THE 
UNDERSIGNED OF THE FULL PURCHASE PRICE, TO ENDORSE OVER THE CERTIFICATE 
ON BEHALF OF THE UNDERSIGNED TO A PURCHASER AND TO PERFORM EACH AND EVERY 
ACT AND THING WHATSOEVER REQUIRED ANO NECESSARY TO BE DONE TO EFFECTUATE 
THE TRANSFER OF OWNERSHIP, INCLUDING ARRANGING THE DELIVERY OF SAID 
CERTIFICATE TO THE PURCHASER AND THE PROPER ENTRY ON THE SHARE REGISTER 
OF THE COMPANY. THE UNDERSIGNED HEREBY RATIFIES EACH AND EVERY ACTION 
TAKEN BY MR. ALTMAN AS THE UNDERSIGNED'S AGENT AND ATTORNEY-IN-FACT WITH 
RESPECT TO ANY ACTION TAKEN BY HIM IN CONNECTION WITH ANY OF THE FOREGOING 
MATTERS. 


IN WITNESS WHEREOF, THE UNDERSIGNED HAS HEREUNTO SET HIS HAND AS OF 
THE 16th DAY OF December, 1983. 



Gulf Investment Real Estate Co. 
BY : 



TITLE : 
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POWER OF ATTORNEY 


KNOW ALL MEN BY THESE PRESENTS THAT THE UNDERSIGNED HAS MADE, 
CONSTITUTED, AND APPOINTED, AN BY THESE PRESENTS DOES HEREBY MAXE, 
CONSTITUTE. AND APPOINT, ROBERT A. ALTMAN, OP THE LAV FIRM OF CLIFFORD' 
k VARNKE, AS THE UNDERSIGNED'S TRUE AND LAWFUL AGENT AND ATTORNEY- 
IN-FACT TO ACT IN THE NAME, PLACE AND STEAD, AND ON BEHALF OF 
THE UNDERSIGNED, WITH RESPECT TO ANY AND ALL MATTERS RELATING TO 
THE TRANSFER, SALE OR OTHER DISPOSITION OF 880 REGISTERED SHARES 
IN CREDIT AND COMMERCE AMERICAN HOLDINGS N.V. (THE 'COMPANY'), 
HELD IN THE NAME OP THE UNDERSIGNED AND EVIDENCED BY CERTIFICATE 


NO. 18 

(THE 'CERTIFICATE'), GIVING 

AND 

GRANTING 

UNTO 

SUCH AGENT 

AND 

ATTORNEY-IN-PACT 

FULL POWER 

AND 

AUTHORITY 

TO DETERMINE THE 

PRICE 

PER SHARE AS 

US$2 , 100. - TO 

BE 

PAID AND, 

UPON 

VERIFICATION 


OF RECEIPT OF THE UNDERSIGNED OF THE FULL PURCHASE PRICE. TO ENDORSE 
OVER THE CERTIFICATE ON BEHALF OF THE UNDERSIGNED OF THE FULL PURCHASE 
PRICE, TO ENDORSE OVER THE CERTIFICATE ON BEHALF OF THE UNDERSIGNED 
TO A PURCHASER AND TO PERFORM EACH AND EVERY ACT AND THING WHATSOEVER 
REQUIRED AND NECESSARY TO BE DONE TO EFFECTUATE THE TRANSFER OF 
OWNERSHIP, INCLUDING ARRANGING THE DELIVERY OF SAID CERTIFICATE 
TO THE PURCHASER AND THE PROPEP. ENTRY ON THE SHARE REGISTER OF 
THE COMPANY. THE UNDERSIGNED HEREBY RATIFIES EACH AND EVERY ACTION 
TAKEN BY MR. ALTMAN AS THE UNDERSIGNED'S AGENT AND ATTORNEY-IN- 
FACT WITH RESPECT TO ANY ACTION TAKEN BY HIM IN CONNECTION WITH 
ANY OF THE FOREGOING MATTERS. 

IN WITNESS WHEREOF, THE UNDERSIGNED HAS HEREUNTO SET HIS HAND AS 
OF THE 13th DAY OF Feb. 1985- 


REAL ESTATE DEVELOPMENT CO. K.S.C.C. 


BY 

SABAH A: 

title : Chairman 
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POWER OF ATTORNEY 


Know all sen by these presents that the undersigned has Bade, 
constituted, and appointed, and by these presents does hereby 
Bake, constitute, and appoint, Robert A« Altnan, of the law 
fira of Clifford & warnke, as the undersigned's true and lawful 
agent and attorney-in-fact to act in the naae, piece, and 
stead, and on behalf of, the undersigned with respect to any 
and all natters relating to the ownership of shares of Credit 
and Conaerce Aaerlcan Holdings; N.T. ( a CCAH a ): the conduct of 
the operations of any and all of the following corporate 
entities in which the undersigned has an indirect interest by 
virtue of ownership of his CCAB shares: Credit and Conaerce 

Aaerlcan investaent, B.v.» First Aaerlcan corporation: First 
Aaeriean Bankshares, Znc. and all subsidiaries and affiliates 
thereof; and any other natters deeaed by Hr. Altnan to be 
necessary and appropriate in connection with such investaents, 
giving and granting unto such agent and attorney-in-fact full 
power and authority to perfora each and every act and thing 
whatsoever required and necessary to be done in and about the 
preaises, as fully and to all intents and purposes, as the 
undersigned night or could do if personally present. The 
undersigned hereby ratifies eaeh and every action taken by Mr. 
Altnan as the undersigned's attorney-in-fact or other repre- 
sentative with respect to any action taken by hla in connection 
with any of the foregoing natters. The authority granted to 
Mr. Altnan herein shall be deeaed to supplenent any authority 
previously granted to Mr. Altnan. 


IN WITNESS WHEREOF, the undersigned has hereunto set his hand 
as of the 25th day of July . 1986. 



HE Ali Mohi 


Shorafa 
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KNOW ALL MEN BY THESE PRESENTS THAT THE UNDERSIGNED HAS MADE, 

. CONSTITUTED, AND APPOINTED, AND BY THESE PRESENTS DOES HEREBY MAKE, 

CONSTITUTE, AND APPOINT, ROBERT A. ALTMAN, OF THE LAW FIRM OF CLIFFORD 
t WARNKE, AS THE UNDERSIGNED'S TRUE AND LAWFUL AGENT AND 

ATTORNEY-IN-FACT TO ACT IN THE NAME, PLACE AND STEAD, AND ON BEHALF 
OF, THE UNDERSIGNED WITH RESPECT TO ANY AND ALL MATTERS RELATING TO 
THE TRANSFER, SALE OR OTHER DISPOSITION OF 13,220 REGISTERED SHARES IN 
CREDIT AND COMMERCE AMERICAN HOLDINGS N.V. (THE 'COMPANY'), HELD IN 
THE NAME OF THE UNDERSIGNED, GIVING AND GRANTING UNTO SUCH AGENT AND 
ATTORNEY-IN-FACT FULL POWER AND AUTHORITY TO DETERMINE THE PRICE PER 
SHARE TO BE PAID AND, UPON VERIFICATION OF RECEIPT OF THE UNDERSIGNED 

OF THE FULL PURCHASE PRICE, TO ENDORSE OVER THE SHARES ON BEHALF OF 

THE UNDERSIGNED TO A PURCHASER AND TO PERFORM EACH AND EVERY ACT AND 
THING WHATSOEVER REQUIRED AND NECESSARY TO BE DONE TO EFFECTUATE THE 
TRANSFER OF OWNERSHIP, INCLUDING ARRANGING THE DELIVERY OF SAID SHARES 
TO THE PURCHASER AND THE PROPER ENTRY ON THE SHARE REGISTER OF THE 
COMPANY. THE UNDERSIGNED HEREBY RATIFIES EACH AND EVERY ACTION TAKEN 
BY MR. ALTMAN AS THE UNDERSIGNED'S AGENT AND ATTORNEY-IN-FACT WITH 
RESPECT TO ANY ACTION TAKEN BY HIM IN CONNECTION WITH ANY OF THE 
FOREGOING MATTERS. 

IN WITNESS WHEREOF, THE UNDERSIGNED HAS HEREUNTO SET HIS HAND AS OF 
THE 24th DAY OF July, 198 6. 


FOR AND ON BEHALF OF 

H.H. SHAIKH RASHID BIN SAID AL MAKTOUM/STOCK HOLDING 'COMPANY 
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POWER OF ATTORNEY 


Know all men by tbeae presents that the undersigned has made, constituted, 
and appointed* and by theae preaenta doea hereby make* constitute, and 
appoint, Robert A. Altaan, of the law fins of Clifford 4 Varnke, 
aa the undersigned's true and lawful agent and attorney-ln-fsct to 
act in the name, place, and atead, and on behalf of, the underalgned 
with reapeet to any and all matters relating to the ownerahlp of 
aharea of Credit and Commerce American Holdings, H.V. ("CCAH"); the 
conduct of the operatlona of any and all of the following corporate 
entitles In which the undersigned has an Indirect Interest by virtue 
of ownerahlp of his CCAH aharea: Credit and Commerce Aaerican Znveataent, 
B, V. ; First American Corportlon; First American Banksharea, Inc. 
and all subsidiaries and affiliates thereof; and any other matters 
deemed by Hr. Altaan to be necessary and appropriate In connection 
with sueh Investments, giving and granting unto sueh agent and attorney- 
in-fact full power and authority to perform each and every act and 

thing whatsoever required and necessary to 3>e done In and about the 
premises, as fully and to all Intents and purposes, as the undersigned 
might or could do if personally present* The undersigned hereby 

ratifies each and every action taken by Hr. Altaan as the undersigned's 
attomey-in-faet or other representative with respect to any action 

taken by him in connection with any of the foregoing matters* The 
authority granted to Hr. Altaan herein shall be deemed to supplement 
any authority previously granted to Mr. Altaan. 

ZN WITNESS WHEREOF, the undersigned has hereunto set his hand a of 

the 16th date of December, 1983. 



SHEIKH ZAIED BIN SULTAN AL MARYAN 




438 


POIBR OP ATTORMBY 
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Know all men by these presents that the undersigned has made, 
constituted, and appointed, and by these presents does hereby 
make, constitute, and appoint. Robert A. Altman, of the law 
film of Clifford 8 warake. as the undersigned's true and lawful 
agent and attomey-ln-fact to act In the name, place, and stead, 
and on behalf of. the undersigned with respect to any and all 
matters relating to the ownership of shares of Credit and 
C omer c e American Holdings, N.V. ("CCAH") : the conduct of the 
operations of any and all of the following corporate entitles 
in which the undersigned has an indirect Interest by virtue 
of ownership of his CCAH shares; Credit and Commerce American 
Investment. B.V. ; First American Corporation: First American 
Bankshares. Inc. and all subsidiaries and affiliates thereof; 
any any other matters rlaamod by Mr. Altman to be necessary 
and appropriate in connection with such investments, giving 
and granting unto such agent and attorney-in-fact full power 
and authority to perform each and every act and thing whatsoever 
required and necessary to be done in and about the praises, 
as fully and to all intnets and purposes, as the undersigned 
might or could do if personally present. The undersigned might 
or could do If personally present. Ihe undersigned hereby 
ratifies each and every action taken by Mr. Altman as the 
undersigned's attorney- in-fact or other representative with 
respect to any action taken by him in connection with any of 
the foregoing matters. The authority granted to Mr. Altman 
herein shall be flanmnri to supplanent any authority previously 
granted to Mr. Altman. 

IN WITNESS W0BOF. the undersigned has hereunto set his hand 



[Notarization] 



CONFIDENTIAL 


Robert A. Altman. Esq. 
Clifford 8 Warnke 
81S Connecticut Avenue. N.V. 
Washington. D.C. 20006 
U.S.A. 


Dear Mr. Altman. 


Ibis letter confirms ay prior instructions to you as my true and 
lawful agent and attorney-in-fact to purchase for my personal account 
the proportionate shares in Credit and Casnerce American Holdings, 
N.V. (CCAH) made available far purchase under new right shares 
offerings in 1983, 1986 and 1987. These purchases included: 

4,630 shares on 22 December 1983: 

7,959 shares an 25 July 1986; and 

5,565 shares on 14 August 1987. 

Each and every act you have undertaken on ay personal behalf, 
including but not limited to the execution of any letters of 
acceptance agreeing to accept the proportionate CCAH shares offered 
to me, is Hereby expressly ratified and afflramd. 

I further confirm that all such purchases were made with my own 
personal funds. 


Dated: 21st November 1989 


JkjL 

H.H. Sheikh Zaied bln Sultan 
A1 Nahyan 
Royal Palace 
Abu Ehabi, U.A.E. 
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POWER OF ATTORNEY 

KNOW ALL MEN BY THESE PRESENTS, that the under- 
signed has made, constituted and appointed, and by these 
presents does make, constitute and appoint Abdus Sami and 
Robert A. Altman, and each of them individually, without the 
other, as the undersigned's true and lawful agent and attor- 
ney- in-fact to act in the name, place and stead of the 
undersigned with respect to: 

(a) any and ail matters relating to the 
ownership of shares of common stock ("Shares”) , 
par value $.10 per share, of Financial General 
Bankshares , Inc. or any tender offer ("Tender 
Offer") for additional Shares, including, with- 
out limitation, the execution and filing, of any 

an d all documents or papers with any court, agency, 
commission or regulatory authority whatsoever 
required by, or appropriate under, any law, rule 
or regulation of the United States of America or 
of any state or local instrumentality thereof. 

(b) any and all matters relating to or 

in connection with regulatory approvals or consents 
which may be necessary or appropriate in connection 
with the making or consummation of the Tender 

& 



Offer including, without limitation, the Federal 
Reserve Board, the Federal Reserve Bank of 
Richmond and the state banking and securities 
authorities in the states of Maryland, New York, 
Tennessee and Virginia and the District of Columbia? 

(c) the safekeeping of Shares at a financial 
institution in the District of Columbia; and 

(d) any and all matters relating to, or in 
connection with, any litigation involving, related 
to or arising from any of the foregoing 

giving and granting unto each said agent and attorney-in- 
fact full power and authority to do and perform all and 
every act and thing whatsoever required and necessary to be 
done in and about the premises , as fully, to all intents and 
purposes, as the undersigned might or could do if personally 
present. 

Anything herein to the contrary notwithstanding, 
the authority given hereby shall not be deemed to include 
any authority with respect to the voting of Shares presently 
owned or with respect to investment authority thereover (which, 
in each case, is being retained by the undersigned), except 
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to the extent as may be required by a valid court order. 

IN WITNESS WHEREOF, the undersigned has hereunder 
set his hand and seal this day of , 1978. 
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POWER OF ATTORNEY 

KNOW. ALL MEN BY THESE PRESENTS that the undersigned 
has made, constituted and appointed, and by these presents 
does hereby make, constitute and appoint, ROBERT A. ALTMAN, 
as the undersigned' s true and lawful agent and attorney- in* 
fact to act in the name, place, and stead of the undersigned 
with respect to (a) the submission to the management of Finan- 
cial General Bankshares, Inc. ("FGS") of a proposal substan- 
tially to the effect described in Amendment No. 16 (dated 
Nov. 28., 1979) to my Schedule 120 for inclusion in RGB's 
proxy material relating to the 1980 Annual Meeting of RGB's 
shareholders or any other meeting of such shareholders , (b) 
the preparation and filing with the Securities and Exchange 
Commission of proxy material relating to such proposal or to 
any other proposal which I decide to present for action at 
any such meeting, including the nomination of persons to 
become directors of FGB , (c) the solicitation of RGB share- 
holders -with respect to all such proposals and (d) any and 
all other action deemed by Mr. Altman to be necessary or 
appropriate to obtain the approval of the FGB shareholders 
of any proposals referred to above at any such meeting, giving 
and granting unto such agent and attorney-in-fact full power 
and authority to perform each and every act and thing whatso- 
ever required and necessary to be done in and about the premises , 
as fully and to all intents and purposes , as the undersigned 
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might or could do if personally present. The undersigned 
hereby ratifies each and every action taken by Mr. Altman as 
the undersigned's attorney-in-fact with respect to any action 
taken by him in connection with such proposals or otherwise, 
which actions have been taken pursuant to the power of attorney 
heretofore granted by the undersigned to Mr. Altman. The 
authority granted to Mr. Altman herein shall be deemed to 
supplement the authority granted to him by such other power* 
of attorney and shall not be deemed to limit such previously 
granted authority in any way. 

IN WITNESS HEREOF, the undersigned has hereunto set 
his hand this 21st day of December, 1979..- 



SEeUcSTHmaT 52E am 



POWER OF ATTORNEY 


Know all men by these presents that the undersigned 
has made constituted and appointed, and by these presents does 
hereby make, constitute and appoint, ROBERT A* ALTMAN, as the 
undersigned's true and lawful agent and Attorney- in-Fact to 
act in the name, place and stead of the undersigned with 
respect to (a) the submission by Kamal Adham to the Management 
of Financial General Bankshares, Inc. ("FGB") of a proposal 
substantially to the effect described in Amendment No. 16 
(Dated Nov. 28, 1979) to Mr. Adham's Schedule 13D for in- 
clusion in FGB 1 s Proxy Material relating to the 1980 Annual 
Meeting of FGB's shareholders or any other meeting of such 
shareholders, (b.) the preparation and filing with the Securi- 
ties and Exchange Commission of Proxy Material relating to 
such proposal or to any other proposal which Mr. Adham decides 
to present for action at any such meeting, including the 
nomination of persons to become Directors of FGB, (c) the 
solicitation of FGB shareholders with respect to all such 
proposals and (d) any and all other action deemed by Mr* 

Altman to be necessary or appropriate to obtain the approval 
of the FGB shareholders of any proposal referred to above at 
any such meeting, giving and granting unto such agent and 
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Attorney- in-Fact full power and authority to perform each and 
every act and thing whatsoever required and necessary to be 
done in and about the premises, as fully and to all intents 
and purposes, as the undersigned might, or could do if per- 
sonally present. The undersigned hereby ratifies each and 
every action taken by Mr. Altman as the undersigned's Attorney- 

in-Fact with respect to any action taken by him in connection 
« 9 

with such proposals Qr otherwise, which actions have been 
taken pursuant to the power of attorney heretofore granted by 
the undersigned to Mr. Altman. The authority granted to Mr. 
Altman herein shall be deemed to supplement the authority 
granted to him by such other power of attorney and shall not 
be deemed to limit such previously granted authority in any 
way. 

IK WITNESS HEREOF, the undersigned has hereunto 
set his hand as of the 12th day of March, 1980. 

Faisal Saud al Fulaij 


- 2 - 
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INTEREDEC (GEORGIA) N.V. 

DE RUYTERKADE 62 • CURACAO, NETHERLANDS ANTILLES 


RESOLUTION OF TOE MANAGING BOARD 
OF 

INTEREDEC (GEORGIA) N.V. 


I, Farid Djouhri, a Managing Director of Inter edec (Georgia) 
N.V. , do hereby certify that the following Resolution was duly adopted 
by the Managing Board of this Company at a meeting duly called and 
held on March 24, 1986, at which a quorum was present and acting 
throughout : 

RESOLVED, that the execution on behalf of this Company by 
Ghaith R. Pharaon, a Managing Director of this Company, of a Memo- 
randum of Deposit (a copy of which is attached hereto) , pursuant 
to which this Company has pledged its interest in 600 shares of 
NBG Financial Corporation in favour of Bank of Credit and Commerce 
International, is hereby ratified and confirmed. 

I hereby, further certify that the said Resolution has 
not been modified or amended and is still in full force and effect. 

IN WITNESS WHEREOF, I have signed this certificate this 
24th day of March 1986. 


W3W 

Farid Djouhri 
Managing Director 
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Bank of Credit and Commerce International 

SOCIETE ANONYME LICENSED DEPOSIT TAKER 


WHOSE PRINCIPAL PLACE OF BUSINESS IN THE U.K. 
ISAT 

100 LEADENHALL STREET. LONDON ECIA 3AD 


Memorandum of Deposit 
of Stocks and Shares 
and other Marketable 
Securities by one or 
more than one 
Depositor 


When completed by a company refer 
Tint to Legal Department 
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Memorandum of Deposit of Stocks and Shares 
and other Marketable Securities by one or more than one Depositor 


tE jUlemoranbum is made the 1st day of January * 19 85 

Betweeo(l) 


IHTEREDEC (GEORGIA) N.V. 


(hereinafter ealled "The Depositor") and (2) BANK OF CREDIT AND COMMERCE 
INTERNATIONAL SOCIETE ANONYM E LICENSED DEPOSIT TAKER whose principal place of 
business in the U.K. is at 100 Leadenhall Street London EC3 A 3 AD 


(hereinafter called “BCC") 

Whereby it Is agreed and declared as follows:- 


L The Depositor hereby undertakes with BCC that the Depositor will on demand In writing made to the 

fat 


any time after eucfademind) be due owino or mgufredtoBCCbvi 
be liable whet her actually^ gcontjnieotly and jehethee solely nrj 




tpositorsha llA 

intlv with an y other per soo and whether^ 

‘ * lchBCC 


pnocipal or surety Incl uding Interest dUc^ Blxommisi^n nr other laSi BCC 
mayin the ormrtr of-ftyfrusmess charge ln7espect of any of the matters aforesaid or for keeping the Depositor' s 
account and so that interest shall be computed and compounded according to the usual mode of BCC and shall 
be at the rate oP per centum per annum above the base rate of BCC for the time being and from time to time 

In force with the minimum oP per centum u well after as before any demand made or judgment obtained 

hereunder and will on such demand also retire all bills or notes which may for the lima being be under discount 
with BCC and to which the Depositor Is a party whether as drawer acceptor maker or endorser without any 
deductions whatsoever. 


If within 7 days after the date on which any payment which ought to be made to BCC by the Depositor 
under the terms of this Memorandum such payments have been made and the Depositor has paid the interest due 


468 


•. • »iv "Ctcuj «;»C kluw*t t.UUk M/HU>UC^Iti4UkWl OUlCI kClUIUlCS UC;k)»iIcv2 »r,a 

or transferred to BCC or trustees for or nominee* of BCC and specified in the schedule here to( hereinafter called 
"the Securities*' which expression shall include any further securities referred to in clause 4 hereof) are so 
deposited or transferred to secure the payment or discharge of all moneys and liabilities hereby agreed to be paid 
or discharged by the Depositor. 

. 3. . The Securities are warranted by the Depositor to be within the Depositor's own disposition and control 
and to be free from any prior charge or encumbrance of any sort whatsoever. 

4. If at any time any further or other securities (whether pursuant to clause 5 ordause9 hereof or otherwise) 
shall be deposited or transferred by the Depositor to BCC or its trustees or nominees in substitution for or in 
addition to the securities specified in the schedule hereto such securities shall thereupon be deemed to be a part 
of the Securities for the purposes of this Memorandum and shall forthwith become subject to all the terms hereof 
and the warranties contained in clause 3 hereof shall be deemed to apply to such substituted or additional 
securities. 

5. The Depositor hereby undertakes that any bonus stock or shares or stock or shares issued by way of rights 
or other new securities of any nature which may at any time during the currency of this Memorandum be Issued 
In respect of any of the Securities shall be deposited with or transferred to BCC ( as BCC may require) and shall 
thereupon become part of the Securities and all dividends and interest and all rights moneys or property accruing 
or offered at any time by way of redemption bonus preference option or otherwise in respect of the Securities 
shall be included in the charge hereby given. 

6. - A demand for payment or any other demand or notice under this security may be made or given by any 
manager or officer of BCC or of any branch thereofby letter addressed to the Depositor and sent by post toor left 
at the last known place of business or abode of the Depositor or at the option of BCC If the Depositor is a 
company its registered office and if sent by post shall be deemed to have been made or given at noon on the day 
following the day the letter was posted. 

7. At any time after payment of the moneys hereby secured has been demanded or if the Depositor falls to 
perform any of his obligations under this Memorandum BCC may without notice to the Depositor sell the 
Securities or any of them at any time and in any way which BCC may deem expedient. 

8. The Depositor shall not have any right or claim against BCC in respect of any loss arising out of such sale 
howsoever such loss may have been caused and whether or not a better price could or might have been obtained 
on the sale of the Securities or any of them by either deferring or advancing the date of such sale or otherwise 
howsoever. 

9. The Depositor hereby undertakes that if at any time the amount of the moneys and liabilities as referred to 

inclausc I hereof equals or exceeds* per cent ofthe value ofthe securities the Depositor will on demand and 

at the option of BCC either 

(a) deposit with or transfer to BCC or to trustees for or nominees of BCC (as BCC may require) 
additional securities approved by BCC to make up the required margin; or 

(a) pay to BCC such sum of money as shall be required to make up the required margin. 

10. All costs charges and expenses incurred hereunder by BCC and all other moneys paid by BCC in 
perfecting or otherwise in connection with this security or in respect of the Securities including all costs of BCC 
of all proceedings for enforcement of the security hereby constituted or for obtaining payment of the moneys 
hereby secured (whether or not such costs charges expenses and moneys or part thereof would be allowable 
upon a party and party or solicitor and own client taxation by the Court) shall be recoverable from the Depositor 
as a debt and may be debited to any account of the Depositor and shall bear interest accordingly and shall be 
charged on the Securities and the charge hereby conferred shall be in addition and without prejudice to any and 
every other remedy lien or security which BCC may have or but for the said charge would have for the moneys 
hereby secured or any pan thereof. 

1 1 . BCC shall be at libeny from time to time to give time for payment of any bills of exchange promissory notes 
or other securities which may have been discounted for or received on account from the Depositor by BCC or on 
which the Depositor shall or may be liable as drawer acceptor maker indorser or otherwise to any panies liable 
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1 2. This security shall be a continuing security to BCC notwithstanding «ny settlement of account or other 
matter or thing whatsoever and shall not prejudice or affect any other security which BCC may now or at any 
lime hereafter hold in respect of the moneys hereby secured or any of them or my part thereof respectively. 

1 3. The Depositor hereby undertakes on request by BCC to execute and sign from time to time all transfers 
powers of attorney and other documents which OCC may require for perfecting BCCs title to the Securities or 
any of them or vesting the same or any of them in a purchaser or in any trustee for or nominee of BCC or in 
connection with clause 5 hereof. 

14. In respect of any transfers of any of the Securities which are not transferable exclusively by deed the 
Depositor hereby authorises BCC at any time to date any such transfer if the same be undated and If the same 
shall have been theretofore in blank to HU in any blanks in favour of BCC or any trustee for or nominee of BCC or 
any purchaser. 

1 5. The Depositer hereby undertakes to pay duly and promptly all calls which may from time to time be made 
in respect of any unpaid moneys under any of the Securities and any other moneys which he may lawfully be 
required to pay in respect of any of the Securities and in the event of default BCC may if It thinks fit make such 
payments on behalf of the Depositor any money expended by BCC under this provision shall be deemed to be 
properly paid by BCC 

16. BCC shall not be under any liability to the Depositor in respect of toy failure to present any Interest 
coupon or and bond or stock which may be celled or drawn for repaymentor redemptloaor for any failure to pay 
any call orinstalment which may become payable on or to accept any offerrelating to any of the Securities orfor 
any failure to notify the Depositor of any of such matters whether or not any such failure is caused or contributed 
to by any negligence on the part of BCC or of any servant or agent of BCC 

17. BCC or its nominees may exercise at its discretionfin the name of the Depositor or otherwise at any time 
whether before or after any demand for payment hereunder and without any further consent or authority on the 
part of the Depositor) in respect of the Securities or any of them any voting rights as If BCC or its nominees were 
a sole beneficial owner thereof 

18. The restriction on the right of consolidating mortgage securities contained In Section 93 of the Law of 
Property Act 1925 shall not apply to this security. 

19. In these presents where the context so admits the expression “the Depositor'* shall Include persons 
deriving title under the Depositor or entitled to redeem this security and the expression “BCC* shall Include 
persons deriving title under BCC It is further agreed that this Memorandum shall continue to bind the Depositor 
notwithstanding any amalgamation absorption or other transfer of assets that may be effected by BCC with, of 
or by, or to any other company or other corporation now or in the future in existence doing business In England 
whether incorporated in or outaide the United Kingdom (hereinafter called the “new company*') whether the 
new company shall or shall not differ in its name, objects, character or constitution from BCC it being the Intent 
that this Memorandum shall remain valid and effectual in all respects and for all purposes in favour of and with 
reference to the new company and may be proceeded on and enforced in the tame manner as If the new company 
had been expressly named In and referred to herein instead of BCC AND insofar as any form of consent or any 
other act by the Depositor may be necessary to achieve the amalgamation absorption or other transfer of assets 
above described the Depositor hereby undertakes in consideration ofbanking services from time to time made 
available by BCC to the Depositor or at the Depositor's request to give forthwith on request any consent or to do 
any such act' 

20. If there are two or more parties hereto of the first pan the expression “the Depositor*' shall throughout 
mean and include such two or more parties and each of them or (as the cue may require) such two or more 
panics or any of them and shall so far as tha context admits be construed as well in the pluril U in the lingular and 
all deposits transfer charges agreements and undertakings herein expressed or implied on the part of the 
Depositor shall be deemed to be joint and several deposits transfers charges agreements and undertakings by 
such parties And in particular this security and the undertaking in clause I hereof and the remaining depoaiu 
transfers charges agreements and undertakings herein contained shall extend and apply to any moneys owing or 
liabilities incurred by any of such parties to BCC whether solely or jointly with each other or with any other 
person and references to the Depositor in relation to the retirement of bills and in clauses 6. 7. 1 0 and 1 1 shall 
mean and include any one or more of such parties as well as such parties jointly. 
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2 1 . This Memorandum shall be construed in accordance with and governed in all respects by English Law and 
the Depositor submits to the jurisdiction of the English Courts but this is without prejudice to BCCs right to 
commence proceedings in the Courts of any other competent jurisdiction. 

In Witness whereof the Depositor has signed these presents or (in the case of a company) has caused these 
presents to be duly signed the day and year first above written. 

The Schedule 

Nominal Amount Details of Security 


Certificate No. 6 for 600 shares of 
NBC Financial Corporation 
registered in the name of 
Interedec (Georgia) N.V. 

The pledge of the above securities 
is in consideration of various 
facilities that have been extended 
by you and your affiliated banks to 
the undersigned personally* as well 
as to companies owned and controlled 
by me. 



Interedec (Georgia) N.V. 
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Signed by the above named ” 

in the presence of 

NAME l 

ADDRESS 

OCCUPATION - 

Signed by 

on behalf of 

Limited 

pursuant to a Resolution of its Boaid of Directors a 
certified copy of which is annexed hereto in the presence of \ 

name 

ADDRESS 


OCCUPATION J 

When completed by a company refer first to Legal Department 




MSf*UI 
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CTCLL 

T 0 Bank of Ckedit and Commerce International 


3RANCH 


RtEASE INSTRUCT YOUR BROKERS TO SELL the UNDERMENTIONED 


NOMINAL 

OR 

AMOUNT l£l 

HOLDING 

PRICE 
INDICATE 
•'LIMIT' OR BEST 














• WHERE A 'LIMIT* IS STIPULATED THIS ORDER WILL REMAIN IN FORCE FOR A PERIOD OF TWENTY-EIGHT DAYS FROM T» 
OATE HEREOF. 

REGISTERED IN THE NAMElSl OF 

AND CREDIT THE PROCEEDS TO ACCOUNT No. 

I AM NOT IS 


n 


l/WE HEREBY DECLARE THAT ; 


: NOR ; 


NEITHER OF US IS 1$ ANYONE OF 
SCHEDULEO TERRITORIES ANO AM/ARE NOT HOLDING THE SECURITY AS THE 
TERRITORIES. 

CERTlFlCATE(S) /ATTACHED/IN YOUR POSSESSION 


THE ABOVE NAMED Rl 



|DENT OUTSIDE THE 
IY PERSON OUTSIOE THESl 
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•Mures Moci 


Shares Si*H.k 

Shares Stock 


Shares. Stock 

Shares/Stock 


Shares/Stock 

Shares/Stock 


Shares- Stock 

Shares/Stock 


Shares/Stock 

Shares/Stock 


Shares/Stock 

Shares/Stock 


Shares/Stock 

Shares/Stock 


Shares/Stock 

Shares/Stock 


Shares/Stock 

Shares/Stock 


Shares/Stock 


Balance (if any) due to Selling Brokers) 

Amount of Certificates) 

Broken Transfer Forms for above amounts certified 

Stamp of certifying Stock Exchange Stamp of Selling Brokers) 
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U.S. $50,000,000 
BCCI FINANCE N.V. 

( Incorporated with limited liability in tha Netherlands AntiUas ) 

Guaranteed Floating Rate Notes due 1 990 

Unconditionally and irrevocably guaranteed as to payment of 
principal and interest by 

BCCI HOLDINGS (LUXEMBOURG) S.A. 

(Incorporated as a Sodata Anonyms in tha Grand Duchy of Luxembourg} 

(Ragistra da Commerce. Luxembourg, No. B 126 10) 

Tha issue prica of the Notts will be 1 00 par cant, of their principal amount. 

Tha Notes mature in 0 team bar 1 990 and may be redeemed in whole or in pan at the ootion of 
BCCI Finance N.V. on any Interest Payment Date falling in or attar December 1986 at their principal 
amount. In addition, the Notes may be redeemed at their principal amount on any Interest Payment Oate in 
the event that Netherlands Antilles or Luxembourg taxes are imposed on payments on the Notes, as 
described under "Description of the Notes - Redemption and Purchase'*. 

Notes may be redeemed at their principal amount at the option of a holder thereof on any Interest 
Payment Date felling in or after December 1988 as described under "Description of the Notes - 
Redemption and Purchase'*. 

Interest will be payable semi-annually in June and December and will (subject to a minimum rate . 

5 y* per cent, per annum) be at an annual rate of Vi per cent, above the London inter-bank offered rate for 
six months Eurodollar deposits as described under "Description of the Notes - Interest". 

The Notes will be unsecured obligations of BCCI Finance N.V. The due payment of the principal 
and interest in respect of the Notes will be unconditionally and irrevocably guaranteed by BCCI Holdings 
(Luxembourg) S.A. as described under "Description of the Notes - Guarantee". 

Principal of and interest on the Notes will be payable in Hong Kong. London and Luxembourg as 
described under ’Description of the Notes - Payments". Such payments wiM be made without any 
deduction, or withholding, for or on account of Netherlands Antilles or Luxembourg taxes, as described 
under "Description of the Notes - Taxation". 

Application has been made to list the Notes on the Luxembourg Stock Exchange. 

The Notes .will initially be represented by a temporary Global Note without interest coupons. The 
temporary Global Note will be delivered to Cedel S.A. for the account of the Managers as agents of the 
subscribers against payment to BCCI Finance N.V. on or about December 1 . 1 983. The temporary Global 
Note will be exchangeable for definitive Notes, with interest coupons, not earlier than 90 days following the 
completion of the distribution of the Notes, as determined by Bank of America International Limited, and 
after due certification of non-U nited States beneficial ownership. 

Bank of America International Limited London &. Continental Bankers Limited 
Abu Dhabi Investment Company Arab Banking Corporation (ABC) 

Bank of China Banque Arabe et Internationale d'lnvestissement (B.A.U.) 

Banque Nationafe de Paris Bayerische Vereinsbank Aktiengesellschaft 

Credit Suisse First Boston Limited First Chicago Limited 

Kidder. Peabody International Limited Kuwait International Investment Co. s.a.k. 
Lehman Brothers Kuhn Loeb International. Inc. Merrill Lynch Capital Markets 
Orion Royal Bank Limited Prudential-Bache Securities 

Sanwa Bank (Underwriters) Limited 


Prosner.tus dated November 22. 1983 



476 


BCCi FINANCE N.V. 


History and Business 

The Company, a wholly owned subsidiary of BCCI Holdings (Luxembourg) S./C was incorporated 
with limited liability in the Netherlands Antilles on August 1 9. 1 983. The registered and orinopaJ office of 
the Company is located at Oe Ruyterkade 62. Curasao. Nethertanos Antilles. The principal business of the 
Company is to assist in financing the international banning operations of the 6CC Grouo. At the date of this 
Prospectus, the Company nas not engaged in any activities other than those incidental to its formation and 
to the issue of the Notes. 


Board of Directors 

The Board of Directors of the Company consists of Curagao Corporation Company N.V.. Mr. J. D. 
van Oenen and Mr. S. A. Husain. 


Capitalisation 

The Company has an authorised share capital of SI 00.000. consisting of 1 .000 shares having a 
nominal value of $100 per share, all of which have been issued and are fully paid. Pending the issue of the 
Notes, the Company has no outstanding loan capital or other indebtedness. 


The Report of the Auditors of the Company 
To: The Board of Directors of 

BCCI Finance N.V. November 22. 1 983 

Gentlemen. 

We report that BCCI Finance N.V. was incorporated on August 19. 1983. Since that date, the 
Company has not traded, no accounts have been prepared and no dividends have been declared or paid. 

Yours faithfuMy. 

Ernst it Whmnsy Nsdsrisnd 

Koningin Julianapiein 1 0. 

2595 AA The Hague 


BCCI HOLDINGS (LUXEMBOURG) S.A. 

BCCI Holdings (Luxembourg) S.A. ("BCC") was incorporated in Luxembourg on December 13. 
1 974 for a period of 30 years (extendable by resolution of the shareholders) as a Societe Anonyme. under 
the law of August 10. 1 91 5 (as amended) and qualifies as a holding company under the law of July 3 1 . 
1 929. Its registered office is at 39 Boulevard Royal. Luxembourg. 

The main activity of BCC is to act as a holding company for investments in banks and finance 
companies without geographic limitation, and to finance or arrange the financing of the activities of its 
subsidiaries and affiliates. As a holding company. BCC does not engage m banking or other commercial 
activities. 


Board of Directors 

The Board of Directors of BCC consists of: 


* Yves C. Lamar che American 

J. D. van Oenen Dutch 

• Ghanim Faris Al-Mazrut U.A.E. 

Dr. Alfred Hartmann Swiss 
P. C. Twitchin British 

Agha Hasan Abedi Pakistani 


Chairman. Banque Arabe at Internationale d'lnvestissement 
Bank Executive 

Acting Chairman. Department of Private Affairs. HH The 
President of U.A.E. Director. Central Bank of U.A.E. General 
Secretary. Abu Dhabi Investment Authority. Vice Chairman. 
Arab International Bank. Cairo 

Vice Chairman. F. Hoffman La Roche & Co. 

Bank Executive 

President 


9 
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Shareholders 

As at June 30. 1983 the following shareholders held the issued snare capital of BCC. 

nf Or GhMn Aharaon 

• m€ ShaAi*«naidae»»ZJidAiNanvan 

• asm 0 as m>— w wem Aumomy 

IOC folMnOR (Nf MSM 
•OC Staff ImM fund m* *•••# 

MrWttalAharaon 

• n| Sheen KamaiAdham 

• MrAauffthaU 

Mr Mohamm ed M. Mammou d 

• Stock Motonf Comoany S.A. 

Mr Sutti i*i B«hr 

• MrfaoaiSaudAJFUau • 

m| Sheen Mamean Sat Mohammed Ai Mahyan 
MAM Armca Twk« S** Meeeor Sat Abdul Am Al Seutf 
Ml ShaAha Menom Sew Aaafed Ai-Maktoum 

• C ree c e w H n iaoiCoMOowySJL. . 

Cli^a Ihterf laiM Al lidifci 

• Mr OSavoOlJ Saved BGohary . 


SMCopomouSA 
• MlAfiShorala .. 


Mg IhaAhTa h noan idi Mu mm ed AiHahym . 
Mr Saif tin Oarwawh Sot Ahmed 
She** A* Abditfeh SiiOMi 
George Town Among Ccmoany Unwed 
- MM ShaAh Zovod Am Sudan Al Nehvan 
Mr Mohammed Touhc Jbdeen . 

Mr Jamal H.Jewe 

Ml ShaAh Khakfa Bet Salman Al llhaMe 

ShaAn Sum Ahmed Sugahan 

Mr AbdU Am Ahmed Penman Al Twfci 

Or MenaSaeedAI OtaOa 

Mg ShaAh Kama Sm* 

mm ShaAh SJtMtfcn Mohammed AlOasmi 

Mg ShaAh FanaiSm Sudan AlOasmi 

Mr All S*i Ahmed Al Oah*i 

MAM Arwico Mad Set Abdul An Al Saud 

Mr Mareb la SUtan 

Mr Maeaor Mo h amm a d Al Mowed 

Mr AMuli Naaaor Hewada ¥ 

Mr S. M. Swaleh Meow 
Mr Khatfan Stdcan Al Kaoby 
Mr ObaMtm Saleh AI M aaa w v 
Other Sha rendd a ra 


•5 00 
12 05 
*0 00 
*0 00 
10.00 
734 
3 S7 
244 

3.31 

:m 

259 

2.43 

1 14 
1 21 
os: 

Oil 

OSS 

0.S4 

0.S2 

0.71 

0.S4 

0.S4 

0.S4 

OSS 
0.53 
0.49 
0 49 
047 
0.40 
0.35 
0.34 
0.34 
0.32 
0.27 
0 25 
0.18 
0.17 
0.16 
0.15 
0.09 
0.05 
0.04 
0.03 
0.01 
0.01 
0.77 


Total 


100.00 


More: 

fha OC Foundation. ineerpererad and resident at mo Cayman islands, n a wno» y ownod Midav at the tOC Foundation wn«ri is a 
company wc o rporeted at mo unttacAeigaom andro^atorodaa a chanty under gngeaft Jew. The lartar « escaoasned Mr panerarenartcaMeoteooeaa 
under fngkgn law, bid dertciiiarhrio promote me roOofordO u orT y eng mo ad v ance m e nt of edbceoon end roep o n . 

the OC Stad Seneht fund, atcorporatocandroidortr at «ne Cayman isl a n d s , da wnoay ow n ed suosidarv or mo OC Staff Senoht Truer 
wn<n «s cons orureo end admens fared as a dteoretionory ouot at two Cayman Isl and s <or me beweh»o^a m p«B»as s and lormor employee s o» me 8 CC 
&M ano tnor oeoonoenrs. 

Tne memoert d rne Govern * *9 Board or the OC founds non or rn# United deifdom are ado me A ro re ciors or me OC Stair f*ne*r frc-ai 
enderef Mcurrues or me BCC Grate. 

Ddvdlopmdnt of Capital Struetura 

Shareholders of BCC have played a significant investment role through the provision of 
subordinated loan capital, the subscription of rights issues and the retention of profits through the issue of 
stock dividends. 

The following table outlines subordinated loan capital, rights issues and stock dividends in each of 
the years 1 975 to 1 982. 



Subordinated 

Rights issues 



Loan Capital 

Nominal Value Premium 

(in thousands of dollars) 

Stock Dividends 

1975 

1.500* 

— 

— 

— 

1976 

6.600* 

1.500 

— 

13.000 

1977 

30.000 

10.000 

15.000 

10.000 

1978 

— 

20.000 

30.000 

— 

1979 

— 

15.000 

22.500 

5.000 

1980 

15.000 

15.000 

22.500 

20.000 

1981 

— 

25.000 

75.000 

42.500 

1982 

— 

10.000 

30.000 

60.000 


45.000 

96.500 

195.000 

150.500 


• Smce redeemed. 

10 


R0_'70'7 n 


O') _ i a 
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HISTORY 

The BCC Group was originally conceived as an international banking organisation backed by Middle 
Eastern investors to provide commercial banking services world-wioe. initially in tne Middle East and m me 
United Kingdom. The first bank to be established was Bank of Credit and Commerce-international S.A. 
racer) m Luxembourg in 1972 with one branch in each of Luxembourg. United Arab Emirates ano the 
United Kingdom. Its initial paid-uo capital of S2.5 million was subscribed bv Bank of America (25% later 
increased to 30%) and the oalance by investors from the Middle East. 

The original purpose of Bank of America’s investment in BCCI was to gam access to the Middle 
East market. In due course Bank of America determined that its strategic interests in the area required a 
direct presence. At the same time, the BCC Group wished to undertake banking operations within the 
United States but was unable to do so whilst Bank of America retained its shareholding. Therefore, by 
mutual agreement. Bank of America divested its shareholding by June 1 980. 

Between 1 972 and the end of 1 974. the BCCI network was expanded in the Middle East and the 
United Kingdom through the addition of seven branches in the United Arab Emirates, one branch in the 
Sultanate of Oman and five branches in the United Kingdom. In 1973. a 35% interest was acquired in 
National Bank of Oman Limited (S.A.O.) in the Sultanate of Oman, which was subsequently reduced to 
29%. and an 80% interest was acquired in Banque Chartouni. Lebanon, which was re-named Bank of 
Credit and Commerce International (Lebanon) S.A.L. and in 1 977 became a wholly-owned subsidiary. In 
order to establish a presence in the Far East. BCCI Finance international Limited, a finance company, was 
established in Hong Kong in 1 973. 

In December 1 974. the BCC Group was restructured with the establishment of BCCI Holdings 
(Luxembourg) S.A. which in 1 975 acquired BCD. its subsidiaries. Bank of Credit and Commerce 
International (Lebanon) S.A.L. and BCCI Finance International Limited, and its investment in National Bank 
of Oman Limited (S.A.O). 

The next period of expansion which occurred between 1975 and 1980 began with the 
establishment of Bank of Credit and Commerce International (Overseas) Limited ("Overseas*') in the 
Cayman Islands. During this period. Overseas opened brandies in Egypt. Sudan. Bangladesh. France. 
Kenya. Sierre Leone. South Korea. Pakistan. Gabon. Ivory Coast. Liberia. Sri Lanka. Togo and Senegal. 
Meanwhile. BCCI established branches in Mauritius. North Yemen. Jordan. West Germany. Sudan. 
Djibouti. Seychelles. Oman and Bahrain. 

During the same period, the following companies were established or acquired: Kuwait 
international Finance Company S.A.K. (49%); BCCI Canada Inc (50%); Premier Bank Limited. Ghana 
(45%); Bank of Credit and Commerce International (Swaziland) Limited (55%); Bank of Credit and 
Commerce International (Nigeria) Limited (40%); Hong Kong Metropolitan Bank Limited (96%). since 
renamed Bank of Credit and Commerce Hong Kong Limited, and Credit and Finance Corporation Limited, 
the Cayman Islands (100%). In 1976 a 55% shareholding was acquired In Banque de Commerc e et de 
Placements S A, in Geneva which was increased to 70% in 1 979. In 1 983 this shareholding was reduced 
to 20% to comply with Swiss regulations relating to agreements of reciprocity between Switzerland and 
the places of residence of the shareholders of the BCC Group. Some re-alignments of branches were also 
made: branches of BCCI operating in the Sultanate of Oman were transferred to Overseas and branches of 
Overseas in Egypt were transferred to a new joint venture bank. Bank of Credit and Commerce (Misr) 
S.A.E. (49%). which was established with the participation of Egyptian investors. 

From 1981 onwards. BCCI and Overseas opened branches in the Philippines. Panama. Jamaica. 
Macao. Cyprus. Turkey, Monaco, the Maldives. India. Barbados and the Bahamas. Agencies were also 
established in the states of California and Florida in the United States. A representative office of Overseas 
was opened in Beijing, People’s Republic of China. The following subsidiaries and affiliates were also 
established: Bank of Credit and Commerce Zimbabwe Limited (53%). Bank of Credit and Commerce 
(Zambia) Limited (100%). Italfinance international S.p.A. (85%). Bank of Credit and Commerce Cameroon 
S.A. (65%). Bank of Credit and Commerce (Botswana) Limited (100%). BCCI Leasing (Malaysia) Sdn Bhd 
(49%). BCC Credit and Finance (Uruguay) S.A. (100%) and Bank of Credit and Commerce (Emirates) 
(40%) to which were transferred existing branches of Overseas in the United Arab Emirates. 

During 1981, Bank of Credit and Commerce Canada was established as a wholly-owned 
subsidiary of BCCI. into which was merged BCCI Canada Inc. 

In 1983. interests were also acquired in the following two existing commercial banks: Banco 
Mercantil (49%) m Colombia, since renamed Banco de Credito y Comercio Colombia and Banco de 
Descuento S.A. (99%) in Spain. In October. BCCI was authorised to establish an agency in New York. 


STRUCTURE 

The BCC Group and its non-consolidated affiliates presently consists of 28 operating companies 
which are set out in the organisation chart on the opposite page. 

As at September 30. 1983 the branch, agency and representative office network of the BCC 
Grouo and its non-consolidated affiliates totalled 351 offices in 63 countries, of which 90 are in Eurooe 
including Frankfurt. Geneva. London. Luxembourg and Paris. 48 in North and South America including New 
York. 4 5 m the Far East and South East Asia including Hong Kong and Tokyo. 94 m the Middle East 
including Abu Dhabi. Bahrain. Dubai and Kuwait and 74 m Africa including Cairo. 
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Pont F-ll filed punuint to 
Regulation 11.4 (g) (2) (1) 


Person tiling t 
CHAlTIt t. PHARAOH 


Mm of Banks 

THE NATIONAL BANK OF GEORGIA 


Notices with respect to this filing should be sent to: 

Mr. Frank Van Court 
Vinton 4 Elkins 

7100 First City National Bank Building 
Houston, Texas 77002 
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COMPTROLLER or THE cvmeuct 

Form F-1 1 

Stitiatnt to bo ffllod pursuant to I«|iiUtloa 11*4 .(g) (2) (i) 


Item 1 - Security and bank 

This Statement reliUi to the capital atoek 
par value $5.00 ( H Stock M ) of the National Bank of 
Georgia (the "Bank"). 34 Peachtree Street Northeast. 
Atlanta. Georgia 30303. 

Item 2 - Identity and Background 

a) Name and buainesa address: 

Chalth Fharaon 

Saudi Research A Development Corporation 
P.0. Box 1935 
Jeddah, Saudi Arabia 

b) Besidence address and citiaenship: 

Chaith Pharaon 

RUWE1S, Jeddah. Saudi Arabia 

Ci risen of the Kingdom of Saudi Arabia 

c) Present Principal Occupation with address and 
type of business or occupation: 

Pharaon is Chairman of the Board of Saudi 
Research 4 Development Corporation. Limited. 
CREDEC"). P .0. Box 1935. Jeddah. Saudi 
Arabia. As Chairman. Pharaon functions as 
the equivalent of the Chief Executive officer 
of BIDEC . PI DEC was established in 1966 by 
Pharaon. It operates as a holding company 
with semi- autonomous operating divisions in 
the following areas* catering, commercial 
contracting and engineering, electromechanical . 
industrial and investment and maritime shipping. 

d) Material Occupations* 

rharaon established xx DEC after finishing 
Harvard Business School in 1965. and has been 
Chairman of the Eoard since thar time. In 
addition, he has made several private investments 
in the United States and throughout the 
world. 
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*> Criminal Prectttflnii: fh*r»«n , has a»t kwn 

convicted in cr lnloa 1 proceeding (excluding 
traffic vlolatlona or aiailar niadeneanora) 
during the laat con peara. 

Xtea 3 • Source and Anoint of Fund* or Other Comalderacion 

The total consideration for Che purchase of the 
121,906 chares of Stock of the Sank on January 5, 

197S, hy Phareon at $20.00 per share le $2,439,200. 
These funds were borrowed fron Bank of Credit end 
Cosnteree International of London. England pursuant 
to a personal credit line of Pharaon with such 
bank. This eredlt line is teiseeured end la re- 
viewed annually. Funds borrowed pursuant to the 
line of credit bear interest at rates varying 
between .1-1/2 to 2 percent over the existing 
London Interbank Offering ("LIBO") rate. The 
$2,439,200 will bear interest at 21 over the L1B0 nT 1 
rate. Negotiations are currently underway for 
permanent fineneing for Che entire transaction, 
including the proposed tender offer. If 60Z of 
the Hank’s Outstanding Stock is acquired, the 
total consideration would be approximately $14,743, S40. 

2 cen 4 - Purpose of Transection 

The acquisition of -the shares of Stock pursuant 
to the Stoek Purchase Agreement between Pharaon 
and 7. Iircraa Lance (**Unct M ) executed on Decealbtr 27 0 

1977 (the "Agreement”) described in Item 6(a) was 
the initial transaction In a aeries of proposed 
transactions pursuant to which rharaon, subject to 
the various conditions. Including those set forth 
in such Agreement, intends to acquire 60Z of the 
outstanding stock of the Bank. If 60Z of the 
stock is acquired it will represent m controlling 
interest of the Bank. Pharaon presently has no 
plan or proposal to liquidate the Bank, sell its 
assets, merge it with another entity or to make 
any major change In ita business or corporate 
structure. Phsrson Intends to seek representation 
through his designees on the Board of Directors of 
the Bank. Such designees may from time Co time, 
in the 1 r capacity as directors of the Bank, suggest 
business strategies or plans for the Bank's business 
and operations . 

Item i - Interests in Securities of the Bank 

Pursuant to the Agreement and on Janaury >. 

1978. Pharaon acquired 121.906 shares of the Stock 
of the Bank . Such shares equal approximately 
9.927. of the total number of shares of the Bank's 
Slock outstanding. Pursuant to the Agreement and 
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subject to certain conditions contained therein 
(Section 3.01 and 3.02 of such Agreement which ^ 
contain such conditions, are Incorporated herein 
by reference) . Pharaon ie oblige ted to offer to 
purchase from ell shareholders of the Bank a total 
(including the 121.906 shares to he purchased on 
January 3. 197$) of iOX of the Bank 1 a outstanding 
shares, such percentage equaling approximately 
737.177 shares. In the event the tender offer is 
Side, certain shareholders , pursuant to the Agree* 
ment described in Item 6(b) ("Shareholder Agree- 
ment"). have agreed to tender pursuant to the 
terms of such tender offer, an aggregate of 363.725 
shares of the Bank 9 a Stock. In addition, pursuant 
to the Agreement, in the event the tender offer is 
made and less than 100% of the outstanding shares 
are tendered pursuant thereto. Lance has agreed to 
sell to Fharaon and Fharaon has agreed to buy from 
Lance aueh additional mnber of shares, not to 
exceed $1,271 shares of Stock, as are necessary so 
that the percentage of the shares owned by 1*ance 
acquired by Pharson la the aame as the percentage 
acquired by Pharaon of the munber of shares of 
Stock tendered by the shareholders tendering 
pursuant to the tender offer. Thus, pursuant to 
the Agreement and Shareholder Agreement. Pharaon 
has the right to aequirc 368,902 shares of Stock 
of the Bank, such shares representing approximately 
46.3 percent of the total nuuJber of outstanding 
shires of the Bank's Stock. 

Itro 6 - Contracts, Arrangements, or Understandings with 

Respect to Securities of the Bank 

(a) The Stock Purchase Agreement . On 
December 27, 1977, Pharaon and Lance executed a 
Stock Purchase Agreement, a copy of which, without 
exhibits, is attached hereto as Exhibit A. Among 
other things, rh* Agreement provides: 

(i) Subject to certain conditions set forth 
therein, on January 3. 1976, Pharaor. 
would acquire 121.906 shares of ihr 
Bank's Stock from Lance et a price of 
320 . 00 per share . 

(ii) Subject to certain conditions set foith 
therein, as soon as practical after 
rharaon receives the audited financial 
statements of the Bank for the year 
ended December 31. 1977. but in no event 
later than KaTch 15. 1978. Pharaon would 
e»akc a tender otter to all shareholders 
of the Bank (except Lance) . In such 
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tender offer / If made, fhereon would 
Invite ell ahareholdara of the Bonk 
(except Lence) to tender ell of their 
there* of the Bank'a Stock, end Pharera 
would irrevocably offer* to pur cheat pro 
rete from eech tendering ihereholder en 
amount of eheret et would pemlt Phereon 
to ecquire (including the eharee purcheted 
from Lance) en aggregate of BOX of the 
Bank' a out* tending Stock. The tender 
offer price le to be detemlned by 
Phereon but will not be lett then 
$20.00 per ehare. Phereon would eleo 
buy fron Lence such nuaber of eheree up 
to 81,271 eheree of the Bank’a Stock as 
would permit Lence to eell to Phereon 
the ease percentage of hla eheree ea 
Phereon purchase* fron eaeh shareholder 
who tenders ell of hla shares pursuant 
to the tender offer. The Agreement 
further provides that if insufficient 
shares are tendered pursuant to the 
tender offer end era available to be 
purchased from Lance to allow Phereon to 
acquire 60Z of the outstanding Stock but 
sufficient shares ere tendered end 
aveileble from Lence to allow Phereon to 
ecquire SIT of the outstanding Stock of 
the Bank, then Phereon would purehesa 
all of the shares owned by Lance end ell 
of the shares tendered. In the event 
that insufficient shares are tendered 
pussuanl to Che tender offer end ere 
available to be purchased from Lehce to 
allow Phavaon to acquire 51 percent of 
the outstanding shares of the Bank's 
Stock. Phareon will not buy any of the 
shares tendered or any additional 
shares from Lance. 

(10 Th* Shareholder Agreement . Pursuant to 
an agreement entered as of December 27, 1977. 
between Pharaon and John Stembler ( M Stertbler") . 
Daniel Portillo ("rattillo”) and Stephens, Inc. 
("Stephens") , Sctt.bler, ratlllo and Stephans 
•£reed that in the event the tender offer is made 
by March IS. 1978. they would tender pursuant 
thereto en aggregate of 365.723 shares of the 
bank's Stock. 


lteni 7 - Persons detained. Employed or to be Compensated 

Pursuant to a letter agreement dated December 27. 
1977. Pharaon agreed to employ Stephens Inc., an 
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Arkansas corporation, and Stephans Inc. agreed to accept 
employment ae Dealer Managar and Information Agent If the 
tender offer la made. Pursuant to euch letter agreement. 
Stephana Xnc. # as Dealer Manager. la to solicit, via the 
Latter of Tender and related doeomante Which are to he 
prepared jointly hy Stephana Xnc. and counsel for Pharaon 
and by auch other methods as Stephens deems practical, 
the tender of shares from any and all shareholders of the 
Sank. Per its services, Stephans Xnc. la to receive a 
fsa of $75,000 contingent on the successful coaptation 
of the tender offer. Stephans Inc. is to be responsible 
for its own expenses and legal fees. Pharaon is to be 
responsible for filing fees, printing and mailing costs, 
concessions to dealers where Stephens Inc. must offer 
through a registered broker* dealer, and for Pharaon'a 
legal fees. 


Item 8 - Material to be Filed as Exhibits 

No requests or invitations for tenders or ad* 
vertisements have ytt been prepared or suite. No 
additional material soliciting tenders have bean pre* 
pared at this time. No recoscsendatlons or solicits* 
tions to the holders of the Bank's Stock have been pre- 
pared or made at this time. A copy of the Stock Pur* 
chase Agreement between Pharaon and Lance has been 
attached hereto ss Exhibit "A". 
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Exhibit "K r of Form F-ll of Ghaith Pharaon 
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STOCK PURCHASE AGREEMENT 


This STOCK PURCHASE AGREEMENT (haralnaftar rafarrad to as tha 
"Agreement*) is entered into effective as of December 27, 1977, by 
and among GHAITH R. PHARAON (hereinafter referred to as "Purchaser 01 
and T. BERTRAM LANCE* by and on behalf of himself and those listed 
on Schedule A (hereinafter referred to as "Seller”) with respect to 
certain shares of the capital stock of the National Bank of Georgia 
Atlanta, Georgia (the "Bank")} 

WHEREAS, Purchaser desires to purchase and Seller desires to 
sell certain shares of the capital stock of the Bank owned by the S 
(the •Stock") . 

NOW, THEREFORE, for and in consideration of the premises and of 
the mutual agreements, provisions and covenants herein contained, 
and the mutual benefits to be derived therefrom, the parties hereto 
covenant and agree as follows: 

1. Representations and Warranties of the Seller . 

The Seller represents and warrants as follows: 

Section 1.03 . Title to Shares . Seller represents and warrants 
to, and agrees with, the Purchaser that Seller and those persons 
listed on Schedule A will be on' each of the respective Closing 
Dates (the Initial Closing Date and the Second Closing Date as 
hereinafter defined) the record and beneficial owner of the number 
of duly authorized* issued, outstanding , fully paid and nonassessab! 
shares of Stock to be sold by Seller hereunder on each Closing Date 
free and clear of all security interests, claims, liens, encumbr&nct 
pledges, options, charges and assessments, with the full right, pow< 
and authority tp enter into this Agreement and to sell, assign, trai 
and deliver the shares of Stock to be sold by the Seller hereunder c 
such Closing Date and that, upon delivery of and payment for such 
Stock hereunder, the Purchaser will acquire good and marketable 
title to the shares of stock to be sold by the Seller. 

Section 1.02. Validity o f Agreement . Neither the execution 
and delivery of this Agreement nor the. consummation of the trans- 
actions herein contemplated will conflict with, result in tbe breACJ 
constitute a default under or accelerate the performance provided b^ 
terms of any law, or any rule or regulation of any governmental a9 CJ 
or authority or any judgment, order or decree of any court or other 
governmental agency to v/hich the Seller is bound or committed or thi 
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Articles of Association or Bylaws of the Bank, or constitute an 
event which, with the lapse of time or action by a third party, 
could result in the default under any of the foregoing or result 
in the creation of any lien, charge or encumbrance upon any of 
the stock transferred hereunder. 

Section 1.03 . Agreements Between Bank and Seller . Except 
as set forth in the letter of even date herewith from Seller to 
Purchaser (the "Disclosure Letter") , the Seller has not during 
the period from December 31, 1976 to the date of this Agreement 
been a party (other than as a depositor) to any transaction with 
the Bank, whether as a borrower or otherwise and whether or not 
in the ordinary course of business, and, the Bank doas not now 
have any cononitment, whether written or oral, to lend any funds 
to any such person. 

Section 1.04 . Other Proceedings . Seller has set forth in 
the Disclosure Letter a brief description of all suits, investiga- 
tions or proceedings before any court or any state or federal 
governmental commission, board, bureau or other administrative 
agency threatened or pending against or affecting the Bank or the 
Seller with regard to the Bank or the stock of which he has knowled< 
Except as set forth in the disclosure letter, Seller knows of no 
suits, investigations or proceedings before any court or any state 
or federal governmental commission, board, bureau, or other 
administrative agency threatened or pending against or affecting 
the Bank or the Seller which, if adversely determined, would either 
separately or in the aggregate have a material adverse effect on 
the financial condition of the Bank or materially adversely affect 
the value or salability of the shares of Stock to be sold hereunder. 

Section 1.05 . Seller represents, warrants and agrees that 
the number of shares sold by Seller hereunder represents sixty 
percent (601) of the total number of shares of the Bank's capital 
stock owned directly or beneficially by Seller. 

Section 1.06 . Attached hereto and incorporated herein is a copy 
of the Warranty^ Agreement dated December 27, 1977, by and between 
the National Bank of Georgia and the Purchaser. Seller warrants 
and represents that he is aware of no fact or circumstance which 
would make any part of such Warranty Agreement untrue or materially 
.misleading . 

2 . P u rchasc, Sale and Del ive ry of Stock . 

Section 2.01. Clos ing D ate . On January 5, 1978 (the "Initial 
Closing Date* 4 ), subject" to"“the terns and conditions set forth in 
this Agreement, Seller agrees, to sell to Purchaser, and Purchaser 
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agrees to buy from Seller, at the Purchase Price of Twenty Dollars 
($20.00) per share of capital stock, par value $5.00 (the "Purchas 
Price*), 121,906 shares of capital stock of the Bank. 

Section 2.02 . Time, Place, and Manner of Closing. The tine o 
the Closing on the initial Closing Date shall be 2:00 o'clock p.m. 
and the place shall be in the offices of Clifford, Glass, McXlwain 
4 Finney, Washington, D. C. , or such other tine or place as the 
Purchaser and Seller may hereafter approve. At the Closing, Sellez 
shall deliver to Purchaser certificates representing the shares 
to be sold by Seller at the Closing in negotiable form (duly endors 
in blank) and in proper form for transfer. Purchaser shall deliver 
at the Closing to the Seller a certified or cashier c s check payable 
to the order of the Seller in an amount equal to the Purchase Price 
times the number of shares of stock being sold by the Seller at tho 
Closing. 

Section 2.03 . Tender Offer . Subject to the consummation of 
the transactions contemplated herein to occur on the Closing Date 
and to the satisfaction of the conditions to Purchaser’s obligations 
set forth in Article 3, as soon as practicable after the audited 
financial statements of the Bank for the year 1977 shall have been 
delivered to the Purchaser as provided in Section 3.02 (w) , but in no 
event later than March 15, 1976, the Purchaser agrees to make a 
tender offer as described in this Section 2.03 to all existing share 
holders of the Bank except for the Seller hereunder. Such tender 
offer shall invite all shareholders of the Bank (except for. the 
Seller) to tender all of their shares of capital stock of the Bank, 
such tender offer, the Purchaser shall irrevocably offer to purchase 
pro rata from each tendering shareholder an amount as will permit the 
Purchaser to acquire in the aggregate (including the shares of Stock 
sold to Purchaser by the Seller hereunder on the Closing Date) 60% of 
outstanding capital stock of the Bank upon consummation of the tender 
offer. For a period to and including the time of the Second Closing 
Date (as hereinafter defined). Seller agrees to sell to Purchaser 
any number of shares of Stock up to the total number of shares of Sto 
owned by Seller as. of the date hereof less the number of shares of 
Stock sold to Purchaser pursuant hereto, at the purchase price of 
$20.00 per share of capital stock par value $5.00. The Purchaser sha 
buy such number of shares from Seller at the Purchase Pr,ice or the 
Tender Offer Price (hereinafter defined) whichever is higher as will 
permit Purchaser to acquire in the aggregate (including the shares 
acquired pursuant to the tender offer and the shares acquired from 
the Seller on the Initial Closing Date and the Second Closing Date) 
60% of the outstanding capital stock of the Bank and will also permit, 
tho percentage that the number of shares acquired from the Seller 
(including those acquired on the Initial Closing Date and the 
Second Closing Date) is of the total shares owned by Seller as of 
the date hereof to be the same percentage that the shares purchased 
from each tendering shareholder is of the shares tendered by each 
tendering shareholder. Such salt: and purchase shall be consummated 
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as soon as practicable and in no event more than 30 day s, after 
all of the shares purchased pursuant to the tender offer have been 
paid for in cash by the Purchaser. The date of such consummation o. 
such sale and purchase is herein referred to as the "Second Closing 
Date." 

Provided, however, that if insufficient shares are tendered by 
the tendering shareholders and are available to be acquired from 
the Seller pursuant to this Section 2.03 to permit Purchaser to 
acquire 60% of the outstanding capital stock of the Bank (including 
the shares purchased and to be purchased from Seller) , but sufficier 
shares are tendered to permit Purchaser to acquire (including the sh 
purchased and to be purchased from the Seller) 51% or more of the 
outstanding capital stock of the Bank, then Purchaser shall purchase 
all shares tendered and the total shares owned by Seller. Provided 
.further, however, that if the number of shares tendered pursuant 
to the tender offer together with the total shares owned by the Sell 
as of the date hereof does not equal 51% of the outstanding capital 
stock of the Bank, the Purchaser shall not purchase any shares of 
capital stock of the Bank pursuant to the tender offer and shall not 
be- obligated to purchase any shares from the Seller on the Second 
Closing Date. 

The purchase price per share of capital stock of the Bank, par # 
value $5.00 per share, pursuant to the tender offer (the "Tender 
Offer Price") shall be determined by the Purchaser, but shall not 
be less than $20.00 per share of capital stock par value $5.00. 

The tender offer may contain all provisions necessary to comply 
with applicable law and such other provisions not inconsistent 
herewith as Purchaser may desire. 

3 . Conditions to obligations of Purchaser . 

Section 3.01 . Conditions to Pur c haser's Obligations . The 
obligation of the Purchaser to purchase and pay for the shares of 
Stock to be sold hereunder on the Initial Closing Date and to make 
the tender offer contemplated in Section 2.03 hereof and to purchase 
shares tendered pursuant thereto or from the Seller pursuant to 
Section 2.03 will be subject to the accuracy of the representations 
and warranties contained in Article 1 herein as of the date hereof a: 
as of the date of the applicable obligation of Purchaser and to the 
fulfillment at or prior to the date of applicable obligation of Pur- 
chaser of each of the following conditions (unless expressly waived 
in writing by Purchaser at any time prior to the applicable date) : 
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(a) Purchaser shall have received all necessary approvals 
or exemptions and shall have filed all notifications, 
if any, considered necessary by Purchaser for the 
transactions contemplated by this Agreement from the 
appropriate state and federal authorities, and such 
approvals and the transactions contemplated hereby. 
Including the tender offer contemplated by Section 2.01 
hereof, shall not have been contested by any third party 
in a formal proceeding seeking injunctive relief (which, 
if successful, would prevent the aggregate number of 
shares being transferred hereunder and pursuant to the te: 
offer from equaling sixty percent of the total number of 
outstanding shares of the Bank) or damages in excess of 
$50,000, provided, however, the Purchaser is under no 
obligation, express or implied, to provide any specific 
type, form or quantity of Information that may be 
requested or required by any appropriate authority 

in order to secure the necessary approvals or to file 
any necessary notifications for the transactions con- 
templated hereby; 

(b) The Bank shall not have applied to any tribunal for the 
appointment of a trustee, conservator or receiver of 

any substantial part of the assets of the Bank, or cosranenc 
any proceedings relating to the Bank under any re ceivershi 
conservatorship, bankruptcy, reorganization, arrangement, 
insolvency, readjustment of debt, dissolution, liquidation 
or other similar law of any jurisdiction, and no such 
application shall have been filed, or any such proceedings 
commenced against the Bank; 

(c) Except for those matters contained in the disclosure lette 
and the Warranty Agreements (including the schedules 
attached thereto), on the applicable date, there shall 
not be any litigation, investigation, proceeding or inquir 
pending or threatened in or by any court or governmental 
agency or authority which might (i) result in an action 

to restrain, enjoin or prohibit the consummation of the 
transactions contemplated by this Agreement, (ii) result 
in divestiture, recession or damages in connection with 
such transaction, (iii) materially adversely affect the va 
or salability of the shares of Stock to be transferred her 
under, or involving any of the assets, properties, busines 
or operations of the Bank which might result in any nateri 
adverse change in the financial condition, results of oper 
tions, business or prospects of the Bank; 
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(d) The representations and warranties contained in Article 1 o 
this Agreement# shall be true as of the date of this 
Agraareent and shall be made again as of the Closing Date# 
and shall be at that time true in all material respects 
and the Seller shall have performed or complied with or 
caused all covenants and conditions required by this Agree- 
ment to be performed or complied with by him prior to or 

at the closing; 

(e) The Purchaser shall have received the written Agreement of 
Mr. John Stembler# Mr. Daniel Patillo and Stevens# Inc. 

to tender 1001 of the shares of the Bank's capital stock 
owned by them pursuant to the Tender Offer contemplated by 
Section 2.03 hereof. 

Section 3.02 . Additional Conditions to Purchaser's Obligation t 
Make Tender offer . in addition to the conditions on Purchaser's 
obligations set forth in Section 3.01 hereof# Purchaser's Obligation 
to (i) conrtence the tender offer contemplated by Section 2.03 and 
(ii) consummate such tender offer shall be subject to the following 
conditions (unless expressly waived in writing by the Purchaser at 
any time prior to the applicable date): 

(v) Purchaser shall have acquired from Seller good and 
marketable title to the shares of Stock sold pursuant 
to this Agreement. 

(w) Purchaser shall have received from the Bank a copy of the 
audited balance sheet of the Bank as of December 31, 

1977 (the "1977 Statement of Condition*) and the related 
audited statements of income, capital accounts and 
changes of financial position for the fiscal year then 
ended together with the related notes thereto# all as 
examined by Arthur Andersen L Company# independent 
public accountants. The reports of such independent 
public accountants shall express the opinion in effect 
that such statements fairly present the financial 
position of the Bank as of the date thereof and the 
results of its operations for the period then ended in 
conformity with generally accepted accounting principles 
applied on a consistent basis and such statements and 
opinion shall not be subject to any material qualification: 

(x) Purchaser shall be satisfied with the financial condition 
of the Bank as reflected by such audited statements. 
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(y) Purchaser shall have received from an appropriate office 
of the Bank a written statement to the effect that (i) 
such financial statements do not, as of the date thereof 
include any asset or omit to state any liability, absolu 
or contingent, or other fact, the inclusion or omission 
of which renders such financial statements, in light of 
circumstances under which they were made materially 
misleading, and (il) since December 31* 1977, there has 
been any material change in the financial position, 
results of operations, business or prospects of the Bank 
other than changes in the ordinary course of business, n 
of which individually or in the aggregate has been 
materially adverse, or any other event or condition of a 
character which has materially or adversely affected the 
financial condition, results of operations, business or 
prospects of the Bank. 

(z) The Board of Directors of the Bank shall have passed 
appropriate resolutions approving the terms of the pro- 
posed tender offer and recommendinq its acceptance by th 
shareholders of the Bank, which resolutions shall not ha 
been amended and shall be in full force and effect. 

It is understood that the Tender Offer contemplated by Section 2. 
hereof may contain additional conditions to the obligations 
of the Purchaser thereunder. 

4 . Representation and Warran ty of the Purchaser . 

Sec tion 4.01 . Purchaser represents, warrants and agrees that 
not. a ""company" a» such term is defined in the Bank Holding Compai 
of 1956 as amended. 

5 . General Provisions . 

Section 5^01. The terms of this Agreement shall be binding u. 
the Purchaser, the Seller and their respective heirs, executors, 
successors and assigns. 

Section 5.02. The representations, warranties and agreements 
contained herein shall survive the Closing Dates and shall contin' 
in full force and effect, notwithstanding any investigation by a 
party hereto. All representations and warranties by the Seller a: 
Purchaser are deemed null and void on December 27, 1978, and neit: 
Seller nor Purchaser shall be entitled to assert reliance thereon 
that date. 
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Section 5.03 . This Agreement may be executed in two or more 
counterparts, each of which shall be deemed an original , but all 
of which together shall constitute one and the same Agreement. 

Section 5.04 . All notices , requests, demands and other 
communications hereunder shall be in writing and shall be deemed to 
have been duly given if delivered by hand and receipted for by 
the party to whom said notices, requests, demands and other 
coHiunications shall have been directed or mailed by registered or 
certified mail with postage prepaid 

(i) if to Purchaser to: 

Ghaith R. Pharaon 
c/o Frank Van Court 

2100 First City National Bank Building 
Houston, Texas 77002 

(ii) if to Seller to: 

T. Bertram Lance 
c/o Robert A. Altman 
815 Connecticut Avenue 
Washington, D. C. 20006 

.ion 5.05 . In the event the Bank declares, or there occurs a 
* - -*ck dividend, stock split, spin-off, or other change in the 
capitalization of the Bank, the Purchase Price, the Tender Offer 
Price, and the number of shares of stock covered hereby shall be 
equitably adjusted to give account thereto. 

Section 5.06 . ^This Agreement constitutes the entire agreement 
between the parties pertaining to the subject matter hereof and 
supersedes all prior agreements of the parties. 

IN WITNESS WHEREOF, each of the parties hereto has caused this 
Agreement to be duly executed, all as of the day and year first above 
written. 



T. Bertram Lance 
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December 18, 1986 


Bank of Credit and Commerce 
International S.A. 

100 Leadenhall Street 
London, England EC3A 3AD 


Dear Sirs: 

We are aware that the Bank of Credit and Commerce 
International S.A. (BCCI S.A.) extends certain credit 
facilities to Dr. Ghaith R. Pharaon and/or entities owned 
by him under a Memorandum of Deposit dated January 1, 1985, 
and that 600 shares of NBG Financial Corporation have been 
pledged to BCCI S.A. to secure such facilities. 

Pursuant to an Option Agreement and Pledge Agreement, 
both dated as of December 18, 1986, an Option Fee in the 
amount of U.S. $80,000,000.00 paid to Interedec (Georgia) N.V., 
a company owned by Dr. Pharaon, is similarly secured by a 
pledge of the shares of 3BG Financial Corporation. 

By this letter we acknowledge and consent to the 
pledge to BCCI S.A. of NBG Financial Corporation shares 
under the Memorandum of Deposit. This consent is expressly 
conditioned on the understanding and agreement between CCAH 
and BCCI S.A. that after this date the indebtedness by Dr. 
Pharaon and/or his entities to BCCI S.A. or any of its 
affiliates under the Memorandum of Deposit shall at no time 
exceed U.S. $140,000,000.00, and no consent by CCAH to any 
lien or secured interest by BCCI S.A. in the shares of NBG 
Financial Corporation is approved to the extent such lien or 
secured interest exceeds U. S. $140,000,000.00. 

This letter shall constitute our consent in accordance 
with section 10(d) of the Option Agreement and section 3(iii) 
of the Pledge Agreement noted above. 


LhsL 

Altman 

Managing Director and Secretary 



cc: Interedec (Georgia) N.V. 

Dr. Ghaith R. Pharaon 
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BANK OF CREDIT AND COMMERCE INTERNATIONAL (OVERSEAS) LIMITED 
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LOAN AGREEMENT A 

LOAN ACRtEMENT dated a* of 198? bacwaaa DR. CHAITH R. J 

PHARAON, of P.O. Box 1935. Jaddah. Saudi Arabia, a cltlt.n and rasldant of , 
cha Klngdoa of Saudi Arabia (cha "Borrower") , and BANK OF CREDIT AND r 
COMMERCE INTERNATIONAL (OVERSEAS) LIMITED (cha "Bank”), a banking coapany | 
incorporated In tha Cayman Islands and having its rsglsttrtd off let at # / 

Guinness Mahon Building* P. 0. Box 1359. George Town* Grand Cayman. Cayman 
Is lands. 

The Borrower desires to borrow the principal amount of up to U.S. 
$140,000,000.00 (United States Dollars One Hundred and Forty Million) from 
the Bank and the Bank is prepared to lend such amount upon the terms and 
conditions hereof. 

Accordingly, the parties hereto agree as follows: 

Section 1. Definitions. . 

References to 'Bank* shall where the context eo admits Include the Loaning 
Institutions (as defined hereinafter). 

References to 'Borrower 9 shall where the context so admits Include any 
entity or entitles derlgnated by the Borrower pursuant to Section 2. 

"Applicable Lending Office" shall mean any branch of the Bank or of 
any affiliate or subsidiary of the Bank as the Bank may from time to time 
specify to the Borrower as the office at which the Loan is to be 
maintained. 

"Business Day" shall mean any day on which commercial banks are not 
authorised or required to close in London* England, or the Applicable 
Lending Office or offices where the Loan may be availed of and which Is 
also a day on which dealings in Dollar deposits are carried out In the 
London Interbank market. 

"Default" shall mean any Event of Default, or any event or condition 
specified in clauses (a) through (h) of Section 8 hereof, without giving ^ 
effect to any provisions therein for the giving of notice or lapse of time . / 
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"Dividend Payment” shell scan any dividends (whether in cash or ocher 
property) on, or ocher payments or distributions on account of, any shares 
of any capital stock of Interedec (Ltd.), but excluding dividends payable 
solely in shares of capital stock of Interedec (Ltd.) or rights (including 
warrants and options) convertible or exercisable solely Into shares of 
capital stock of such company. 

"Dollars 1 * and "I" shall mean lawful money of the United States of 
America. 

"Event of Default" shall mean any event or condition specified in 
clauses (a) through (h) of Section 8 hereof. 

"Interedec (Ltd.)" shall mean Interedec (Ceorgla) Limited, a Bahamas 
corporation. 

"Interedec (N.V.)" shall mean Interedec (Ceorgla) N.V., a Netherlands 
Antilles corporation. 

"Interest Period" shall mean the period commencing on the date the 
Loan Is made and ending on the numerically corresponding day in the sixth 
calendar month thereafter, and each subsequent period commencing on the 
last day of any such prior period and ending on the numerically 
corresponding day In the sixth calendar month thereafter, except that each 
such period that commences on the last Business Day of a calendar nonth 
(or on any day for which there Is no numerically corresponding day in the 
sixth calendar month thereafter) shall end on the last Business Day of the 
sixth calendar month thereafter. Notwithstanding the foregoing: (1) if 

any Interest Period would otherwise commence prior to and end after the 
Maturity Date, such Interest Period shall end on such Date, but in no 
event shall such Interest Period have a. duration of less than one month; 
and (11) each Interest Period that would otherwise end on a day which is 
not a Business Day shall end on the next succeeding Business Day (or, if 
such netft succeeding Business Day falls In the next succeeding calendar 
month, on the next preceding Business Day). 
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"LIBOR" shall scan for any Interest Period the race par annuo 
(rounded upwards if necessary v co chc next 1/16 of one percent) quoted by 
the Bank at approximately 11:00 a. a. London tlae (or as toon thereafter as 
practicable) two Business Days, prior to the first day of such Interest 
Period for the offering by the Bank to leading banks in the London 
Interbank Barker of Dollar deposits having a tens eoaparable co such 
Interest Period and In an amount eoaparable to the principal aaount of the 
Loan scheduled to be outstanding during such Interest Period. 

"Lien" shall mean any mortgage, pledge, security Interest, 
encumbrance, lien or charge of any kind (Including any agreeaent to give 
any of the foregoing, any conditional sale or other title retention 
agreement, and the filing of or agreeaent to give any financing statement 
or other similar form of public notice under the lavs of any 
jurisdiction). 


"Loan" shall mean the loan or loans made to the Borrover or an entity 
or entitles designated by him pursuant to Seetlon 2 hereof by the Bank 
through Itself or any of Its branches or arranged by the Bank through any 
of Its affiliated, associated or subsidiary banks (hereinafter called the 
Loaning Institutions ) . 

"Loan Documents" shall mean this Loan Agreement, the Pledge 
Agreement, and the Note each as In effect at any time. 


"Maturity Date" shall mean the earlier of June 20, 1989, or the 

date on which the Option Is exercised. 


"Note" shall mean the promissory note(s) provided for In Section 2 
hereof. In substantially the form of Exhibit A hereto, and any note or 
notes Issued In exchange or substitution therefor. 



"Option Agreement" shall mean that agreement dated as of /• 

19 ^pursuant to which Dr. Pharaon and Interedec (N.V.) have granted 
Credit and Commerce American Holdings N.V.("CCAH") an option (the 
"Option") to acquire all the shares of NBC Financial Corporation 


("NBC Financial") , a registered U.S. bank holding company, 


the 
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principal subsidiary of which is tha National Bank of Caorgla ("NBC") ,j 
and sacurad by a Pladga Agreement. datad as of 198^, fron’^ 

Dr. Pharaon, Incaradac (Ltd.). Intaradae (N.V.). and NBC Financial inr */\ 
favour of CCAH (tha "CCAH Pladga N ). 

"Pladga Agreement" shall *ean an agraamant axacutad and dallvarad by 
tha Borrower. Intaradae (Ltd.) and Intaradae (N.V.) and NBG Financial 
substantially in tha form of Exhibit B harato. 

"Post Dafault Rata" shall mean. in raapact of any principal of tha 
Loan or any othar amount payabla by tha Borrovar undar this Agraamant or 
tha Nota that is not paid whan dua (vhathar at statad maturity, by 

accalaratlon or otharvlsa). a rata par annum during tha parlod commanclng 
on tha dua data until such amount is paid In full aqual to 2Z abova tha 
lntarast rata chan in affaet in raapact of tha principal of tha Loan. 

"Regulatory Change" shall maan any changa aftar tha data of this 

Agraamant in lavs or ragulaclons of any appllcabla jurisdiction or tha 
adoption or making aftar such data of any lntarpr a cations, dlrsctlvas or 
raquasts applying to a class of banks including tha Bank of or undar any 
lavs or ragulaclons (vhathar or not having tha forca of lav) by any court 
or govammantal or monetary authority chargad with tha lntarpratatlon or 
administration tharaof. 

"Taxas" shall maan all prasant and futura Incoma, stamp and othar 
taxas. levies, costs, imposts, deductions, withholdings and charges 

whatsoever imposed, assessed , levied or collected by any government of any 
jurisdiction or any political subdivision or taxing authority of any 
tharaof or therein (together vlth interest thereon and penalties, fines 
and surcharges vlth respect thereto) on or in respect of any of the Loan 
Documents or the Loan or undar or in respect of any other formalization of 

any chtreof and any paymanta of principal. IntaraaC or othar amount a made 

on or in respect of any tharaof. 
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SECTION 2 Th« Loan. 

2.01 Loan. 

On tht term* and condition* hereof, tha Bank haraby agrees to extend to 
tha Borrower or an entity or entitle* to be designated In writing by tha 
Borrower, fro* tine to time, on or before the Maturity Date* the Loan, 
which shall not exceed the aggregate principal amount at any tine 
outstanding $140,000,000.00. Advance* will be made from time to time 
under the Loan on a revolving basis upon Borrower 1 • written request 
therefor, made at least three (3) Business Days in advance. 

The Borrower from time to time may borrow, repay principal borrowed or 
reborrow principal up to a principal amount of $140,000,000.00 on er 
before the Maturity Date. 

Where any loan or loans are made to an entity or entitles designated by 
the Borrower as above, it is clarified and agreed by the Borrower that 
such loan or loans shall constitute at all times his primary obligations 
to repay If any entity or entitles falls to repay any loan or loans to 
the Bank. 

The Borrower's obligations shall not be waived, discharged or affected in 
any manner by any time or Indulgence allowed to any entity or entitles 
designated as aforesaid or by any change in their constitution or by 
discharge by operation of law or otherwise howsoever. 


The Bank shall have the right to arrange for or transfer the Loan or any 
part or parts thereof to any one or more of the Loaning Inscltutlon(s) and 
in that ease the pledge of the Collateral (as defined in the Pledge 
Agreement) pursuant to tha Pledge Agreement shall accrue to and inure for 
the benefit of the Loaning Instltutlon(s) • The Loaning Xnstltutlon(s) 
shall have all the rights and remedies of the Bank as. if they were a party 
to the Pledge Agreement including the right to the Collateral 
proportionate to any loan or loana arranged by the Bank to be extended by I 
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2.02 Noce. 


The Loan shall b« evidenced by one or sore promissory note(s) of the 
Borrower* and/or the entity or entitles designated by him under 2.01 
above to which the Loan may be allowed In the form of Exhibit 'A' 
hereto (autatls mutandis In case of the designated entity or ent- 
itles) dated the Closing Data* payable to the Order of the Bank In 
the principal amount of $140,000*000 and otherwise duly completed. 

2.03 Interest. 


(a) Subject to Sections 2.03(b) and 5.03 hereof* the Borrower shall 
pay interest on the last day of each Interest ?erlod on the unpaid 
principal balance of the Loan In respect of each Interest Period at "a 
rate per annum at all times equal to 12 plus LIBOR for such Interest 
Period. 

(b) Any amount of principal not paid when due hereunder shall accrue 
Interest at the Post-Default Rate until paid In full. 

2.04 Principal. 

The entire unpaid principal balance of the Loan shall be due In full 
on the Katulrty Date. 

SECTION 3. Prepayments. 

(a) The Borrower shall have the right to prepay without penalty the 
Loan in whole or part oo the last day of any Interest Period, subject 
to this Section 3. 

(b) Each prepayment shall be pursuant to a notice from the Borrower 
to the Bank* which notice shall specify the principal amount to be 
prepaid and the date of prepayment (which shall be a Business Day), 
shall be irrevocable and be effective only If received by the Bank 
not later than 12:00 p.m. London time two Business Days prior to the 
proposed prepayment date. 

(c) Each prepayment shall be accompanied by the payment of all 
Interest accrued on the principal so prepaid to the date of such 
prepayment . 
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4.01 Pay no . All piyatnts of principal, interest and othtr 
amount* co be mad* by the Borrower under thia Agreement or che Note shall 
be nade, in ioBediacely available funds, Co Che Applicable Lending Office 
of che Bank not later chan 12:00 p.m. London cine on Che dace on which 
such payment shall become due (each such paymenc made afeer such cine on 
such due date Co be deeaed to have been made on che next succeeding 
Business Day). If an Evenc of Default has occurred and is continuing, che 
Bank nay apply any such paync as 1c nay elect in its discretion. If 
due dace of any paync under this Agreement or Che Note would otherwise 
fall on a day chac is noc a Business Day, such dace shall be extended co 
the nexc succeeding Business Day and interest shall be payable for any 
principal so extended for che period of such extension. 


*•02 Computations . Interest shall be computed on the basis of the 
actual days elapsed (including che first day but excluding the last 
day) occurlng in the period for which payable, relative co a year of 
360 days. 


SECTION 5. Yield Protection and Illegality 


5.01 Increased Cost of Loans. Etc. In the event that, at any time or 
from time to time, by reason of any change in (including the impos- 
ition of any new) lav, rule, regulation, treaty, directive or request 
of general applicability of any applicable governmental, fiscal or 
monetary authority (whether imposing or modifying taxation, reserve 
or special or other deposit requirements or any other requirements 
or conditions), or any interpretation or administration thereof by 
any court or any such authority charged with the interpretation or 
administration thereof, the cost to the Bank of maintaining or 
funding the Loan or any amount owed to it hereunder is increased, or 
any amount (or the effective return on any Mount) received or 
receivable by che Bank hereunder or under the Note is reduced, or the 
Bank is required to make any payment in connection with any trans- 
actions contemplated hereby, then, within 15 days after the Bank's 
demand, the Borrower will pay to the Bank such additional amount 
or amounts as will, in che determination of the Bank, compensate the 
Bank, after all taxes, for such Increased cost, reduction or payment. 
Determinations by the Borrower under this Section 5.01 of the effect 
of any such change as aforesaid on the cost to the Bank of funding or 
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maintaining the Loan or aov amount owed co it hereunder or any amounts 
received or receivable by It hereunder. and of the additional amounts 
required to compensate 'the Borrower as aforesaid, shall be made 
reasonably and in good faith and shall be conclusive in the absence of 
manifest error* 

5.02 Compensation. The Borrower shall pay to the Bank, upon the 
request of the Bank, such amount or amounts as shall be sufficient. (In 
the reasonable opinion of the Bank) to compensate it for any loss, cost or 
expense that the Bank determines is attributable to any payment of the 
Loan on a date other than the last day of an Interest Period* Without 
limit lng the effect of the preceding sentence, sueh compensation shall 
Include an amount equal to the excess, if any. of (1) the amount of 
Interest that otherwise would have accrued on the principal amount so paid 
for the period from the date of such payment to the last day of the then 
current Interest Period at the applicable rate of Interest for the Loan 
provided for herein over (11) the Interest component of the amount the 
Bank would have bid in the London Interbank market for Dollar deposits of 
lending banks in amounts comparable to such principal amount and with 
maturities comparable to such period (as reasonably determined by the 
Bank) . 


5.03 Alternative Interest late . If. at any time prior to the second 
Business Day prior to the first day of any Interest Period, the Borrower 
receives notice from the Bank that for any reason whatsoever deposits In 
Dollars are not being offered by the Bank to leading banks in the London 
Interbank market for a term comparable to such Interest Period .and in an 
amount comparable to the outstanding Loan, then: 

(1) During the 20-day period following the date of any such notice (the 
"Negotiation Period ) . the Bank and the Borrower will negotiate In 
good faith for the purpose of agreeing upon an alternative, mutually 
acceptable basis for determining the rate of Interest (the 
"Substitute Rate" ) to be applicable to the Loan' from time to time; 
and ' if at the expiry of the Negotiation Period, the Bank and the 
Borrower have agreed upon a Substitute Bate, the Substitute Rate 
shall be retroactive to. and take effect from, the beginning of the 
then current Interest Period. 
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(11) If, at the expiry of che Negotiation Period, a Substitute Rate shall 
not have been agreed upon, the Rank shall notify the borrower of the 
cost to the Bank (as determined by the Bank) of funding and maint- 
aining the Loan for the then current Interest Period* and the Int- 
erest payable to the Bank on the Loan for such Interest Period shall 
be at a rate per annum equal to the sum of 1Z plus the cost (expres- 
sed as a percentage par annum) of funding and maintaining tha Loan as 
so notified by the Bank. 

The procedures specified in subparagraphs (1) and (11) immediately above 
shall apply to each Interest Period succeeding tha first Interest Period 
to which they are applied unless and until the Bank shall determine that 
the relevant condition referred to above no longer exists and so notifies 
the Borrower, whereupon Interest on the Loan shall again ba determined In 
accordance with the LIBOR provisions of Section 2.03 hereof, effective 
commencing on the first day of the Interest Period next succeeding the 
date of such notice. Should the Bank make a determination as contem- 

plated in Section 5.04 hereof at a time when interest on the Loan Is 
payable in accordance with Section 2.03(b) hereof, then for purposes of 
calculating the Substitute Rate, subparagraph (1) above shall be disre- 
garded and It shall Instead ba presumed that a relevant Negotiation Period 
expired without a Substitute Rate having been agreed upon, and sub- 
paragraph (11) above (together with Seetlon 2.03(b) hereof) shall apply. 

5.04 Illegality . In the event that It shall. In the good faith 

opinion of the Bank, at any time be or become unlawful under any 
applicable lav, rule, regulation, treaty or directive of any governmental, 
regulatory, fiscal or monetary authority, or under any interpretation 
thereof by any such authority or any court, for the Bank or any Loaning 
Institution (s) to fund or maintain the Loan, the Borrower shall, upon the 
Bank's demand, prepay the entire outstanding principal thereon and all 
other amounts owing to the Bank hereunder with respect to the Loan 
(including all such amounts owing under Sections 5.02 and 7.02 hereof), on 
the last day of the Interest Period in which (or on such earlier date as 
may be specified by the Bank as being the last permissable date for such 
prepayment under the relevant lav, rule, regulation, treaty, directive or 
interpretation) such demand Is made. 
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SECTION 6. Representations and Warrant if . 

The Borrower represents and warrants to the Bank, as of the date 
hereof. 

6.01 Citizenship, Etc# The Borrower is a citizen of the Kingdom of 
Saudi Arable and la resident at the address stated la the initial 
paragraph of this Agreement. Interedec (Ltd.) is duly organized and 
validly existing in good standing under the lavs of the Bahamas, and 
100Z of the outstanding capital stock of Interedec (Ltd.) is directly 
owned by the Borrower. Interedec (N.V.) is duly organised and validly 
existing in good standing under the lavs of the Netherlands Antilles, and 
100Z of the outstanding capital stock of Interedec (N.V.) is directly 
owned by Interedec (Ltd.) 

NBG Financial is duly organised and validly existing In good standing 
under the Laws of the State of Georgia, USA, and 100Z of the outstanding 
capital stock of NBG Financial la directly owned by Interedec (N.V.). 

NBG la duly organised under US Federal Lavs and validly existing in 
good standing and 100Z of the ous tending capital stock of NBG is directly 
owned by NBG Financial. 

6.02 Litigation . There are no legal or arbitral proceedings or any 
proceedings by or before any governmental or regulatory authority or 
agency now pending or, to the knowledge of the Borrower, threatened 
against the Borrower, Interedec (Ltd.), Interedec (N.V.), NBG Financial 
or NBG,(l)ln which there is a reasonable probability of an adverse dec- 
ision that could materially and adversely affect the financial condition 
or operations, or the business taken as a whole, of the Borrower, 
Interedec (Ltd.), Interedec (N.V.), NBG Financial or NBG or (11) that 
calls Into question the validity of any Loan Documents or the Borrower's, 
Interedec (Ltd.)'s, Interedee (N.V.)'s, NBG Financial's or NBC's right or 
power to enter into or perform any thereof. 
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6.03 So Breach . None of the cxcuclon and delivery of che Loan 
Documents, Che coosuautloo of the transactions therein contemplated and 
coapl lance with the terms' and provisions thereof will conflict with or 
result in a breach of v or require any consent (not theretofore obtained at 
che time this representation is made) under any applicable lav or 
regulation* or any order* vrit* injunction or deeree of any court or 
governmental authority or agency* or any agreement or Instrument to vhlch 
the Borrower* Interedec (Ltd.)* Interedec (N.V.), NBC Financial or NBC Is 
a party or by vhlch any of them is bound or to vhlch is subject* or 
constitute a default under any such agreement or instrument* or result In 
the creation or Imposition of any Lien upon any of the revenues or assets 
of the Borrower* Interedec (Ltd.)* Interedec (N.V.)* NBC Financial or 
NBC pursuant to the terms of any such agreement or instrument. 

6.04 Authority . This Loan Agreement has been duly and validly 
executed and delivered by the Borrower and constitutes* and the Note and 
Pledge Agreement when executed and delivered vill constitute* the legal, 
valid and binding obligations of the Borrower (and Interedec (Ltd.)* 
Interedec (N.V. ). and NBC Financial in the case of the Pledge Agreement)* 
enforceable in accordance with their terms. 

6. 05 Approvals . No authorisations* approvals or consents of, and no 
filings or registrations with* any governmental or regulatory authority or 
agency are necessary for the execution* delivery or performance by the 
Borrover* Interedec (Ltd.)* Interedec (N.V.)* NBC Financial or NBC of 
any of the Loan Documents or for the validity or enforceability of any 
thereof. 

6.06 Survival . All representations and warranties made by the 
Bprrover herein shall survive the making of the Loan hereunder and the 
execution and delivery to the Bank of the Note. 
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SECTION 7. Taxes. 

7.01 Full Amount Payable . The Borrover shell pey when due all Taxes 
and, in che event chat the Borrover Is required by applicable lav, decree 
or regulation to deduct or vlthhold Taxes from any amounts payable on, 
under or In respect of this Agreement, the Loan or the Note, the Borrover 
shall promptly pay such Taxes and pay such additional amounts to the Bank 
as nay be required, after the deduction or vlthholdlng of Taxes, to enable 
the Bank to receive from the Borrover on the due date thereof, an amount 
equal to the full amount stated to be payable to the Bank under this 
Agreement or the Note. 

7.02 Indemnity .• The Borrover vlll Indemnify the Bank against, and 
reimburse the Bank upon demand for, any Taxes and any loss, liability, 
claim or expense (Including Interest, penalties, fines, surcharges and 
legal fees) that the Bank may Incur at any time arising out of or In 
connection vlth any failure of the Borrover to make any payments of Taxes 
vhen due the obligation of the Borrover under this Section 7 shall survive 
the payment In full of the Loan and the cancellation of the Note. 

7.03 No Reduction . All payments on account of the principal of and 
Interest on the Loan and Note and all other amounts payable by the 
Borrover to che Bank hereunder (Including amounts payable under Section 
7.02) shall be made In Dollars, free and clear of and vithout reduction by 
reason of any Taxes, all of vhlch vlll be for the account of, and paid in 
full vhen due by the Borrover. 

7.04 Tax Receipts . Without in any vay affecting the Borrover* s 
obligations under the preceding provisions of this Section 7, che Borrover 
shall furnish to the Bank the originals or certified copies of all tax 
receipts In respect of each payment, deduction or vlthholdlng of Taxes 
required to be made by applicable lav or regulations vlthln 45 days after 
the dace each payment under this Agreement subject to Taxes Is made, and 
che Bortover shall, at che request of the Bank, promptly furnish to the 
Bank any other Information, documents and receipts that the Bank may 
require to establish to Its satisfaction that full and timely payment has 
been made of all Taxes required to be paid hereunder. 
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SECTION 8. Events of Default , 

If one or more of the following events or conditions (sn "Event 

of Default" ) shell occur end be continuing: 

(e) The Borrower shell default In the payment of any principal of or 
Interest on the Loan or any other anount payable by It hereunder 
or under the Note. 

(b) Any representation, warranty or certification made In any of the 
Loan Documents or In eny document furnished In connection 
herewith or therewith by the Borrower shall prove to have been 
false or misleading aa of xhe tine made or furnished In eny 
aaterlally adverse respect; 

(c) The Borrower, Znteredee (Ltd.), Interedec (N.V.), NBC Financial, 
or NBC shall (1) apply for or consent to the appointment of, or 
the taking of possession by, a receiver, custodian, trustee or 
liquidator of Itself or of all .or substantial part of his 
property; (11) make a general assignment for the benefit of 
his or Its creditors; (ill) eommoneo a voluntary caaa under tht 

U.S. Bankruptcy, Code (as now or hereafter In effect); (lv) file 
a petition seeking to take advantage of any other lav of any 
Jurisdiction relating to bankruptcy. Insolvency, reorganisation, 
suspension of payments, moratorium, vlndlng-up, or composition 
or readjustment of debts; (v) fall to controvert in a timely 
and appropriate manner, or acquiesce In writing to, any petition 
filed against him or It In an Involuntary case under the U.S. 
Bankruptcy Code; or (vl) take any action for the purpose of 
effecting any of the foregoing; 

(d) A proceeding or case shall be commenced, without the application 
or consent of the Borrower, Interedec (Ltd.), Interedec (N.V.), 
NBC Financial, or NBC In any court of competent jurisdiction, 
seeking (1) liquidation, reorganisation, dissolution or winding- 
up, or the composition or readjustment of debts of the Borrower, 


U 


509 


Interedec (Led.)* Interedec (N.V.), HBC Financial, or NBC (11) 
cha appointment of a trustee. receiver, custodian, liquidator or 
tha Ilka of tha Borrower. Incaradac (Ltd.), Interedec (N.V.), 
NBC Financial, or NBC or of all or any substantial part of any 
of their assets; or (ill) slnllar relief in respect of the 
Borrower, Interedec (Ltd.), Interedec (N.V.), NBC Financial, or 
NBC under any lav of any jurisdiction relating to bankruptcy, 
insolvency, reorganisation, suspension of payments, moratorium, 
wind log -up, or composition or adjustment of debts, and such 
proceeding or case shall continue undlsmlssed, or an order, 
judgement or decree approving or ordering any of the foregoing 
shall be entered and continue unstayed and in effect, for a 

period of 30 days; or an order for relief against the Borrower, 
Interedec (Ltd.), Interedec (N.V.), NBC Financial, or NBC shall 
be entered in an Involuntary case under the U.S. Bankruptcy 
Code; 

(e) Any shares of the capital stock of NBC ( a national banking assoc- 

iation organised under United States federal lavs) , NBC Financial 
(a State of Georgia corporation), Interedec (Ltd.) or Interedec 
(N.V.) shall at any time become subject to any Lien or be sold, 

assigned or otherwise transferred (or become subject to any agreement 
of sale, assignment or transfer), exeept (1) pursuant to the Pledge 
Agreement, (11) pursuant to the CCAH Pledge, (ill) in the case of the 
shares of NBC Financial pursuant to the Option Agreement, (iv) in the 
case of the shares of NBC, vlth respect to the sale of the directors' 
qualifying shares; or (v) vlth the prior written consent of ‘ the Bank; 

(f) Any Dividend Payment shall be declared, set aside, made, or Issued. 

(g) The Borrower, Interedec (Ltd.), Interedec (N.V.) or NBC Financial 

shall default in the performance or observance, of any condition or 
undertaking contained in the Pledge Agreement. 

(h) The Borrower shall die or be declared legally Incompetent by a 

judicial authority having Jurisdiction over the Borrower. 
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THEREUPON (1) In the ease of an Event of Default, other than one referred 
co In clause (c) or (d) of this Section 8, the Bank say, by notice to the 
Borrower, declare the principal amount then outstanding of and the accrued 
Interest on the Loan and the Note and all other amounts payable by the 
Borrower hereunder and thereunder to be forthwith due and payable, where 
upon such amounts shall be Immediately due and payable without present- 
ment, demand, protest or other formalities of any kind, all of which are 
hereby waived by the Borrower, and (11) In the case of the occurence of an 
Event of Default referred to In elauae (c) or (d) of this Section 6, the 
principal amount then outstanding of, and the accrued Interest on all 
amounts payable by the Borrower under this Loan Agreement and the Note 
shall become automatically immediately due and payable ...without notice, 
presentment, demand, protest or other formalities of any kind, all 6f 
which are hereby expressly waived by the Borrower. 

SECTION 9. Miscellaneous . 

9.01 Waiver. No failure on the part of the Bank to exercise *and 
no delay in exercising, and no course of dealing with respect to any 
right, power or privilege under this Agreement or any other Loan Document 
shall operate as a waiver thereof, nor shall any single or partial exer- 
cise of any right, power or privilege under this Agreement or any other 
Loan Document preclude any other or further exerelse thereof or the 
exercise of any other right, power or privilege. The remedies provided 
herein are cumulative and not exclusive of any remedies provided by law. 

9.02 Notice . All notices and other communication provided for 
herein shall be In writing and shall be mailed or sent by telegram to the 
Intended recelplent at the "Address for Notices" specified below or at 
such other address as shall be designated by a party In a notice to the 
other party. Notices and other communications hereunder shall be deemed 
to have been duly given S Business Days after the date deposited In the 
malls, addressed as aforesaid, or If sent by telegram, when transmitted as 
aforesaid. 
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Addresses for Notices: 
If to the Borrower : 

Dr. Ghalth R. Pharaon 
P. 0. Box 1935, 

Jeddah t SAUDI ARABIA 
Telex No. 405239 GRP SJ 


If to the Bank: 

Bank of Credit and Commerce 
International (Overseas) Limited 
Guinness Mahon Building, P. 0, Box 1359, 
George Town, Grand Cayman, CAYMAN ISLANDS 

Attention: The Manager 

Telex: 4319 BCCOSEA CP 


9.03 Expenses, Etc . The Borrower agrees to pay (a) all 
out-of-pocket costs and expenses of the Bank, including counsels' fees, in 
connection with the preparation, execution, delivery, operation and 
enforcement of the Loan Documents; (b) all out-of-pocket expenses of the 
Bank, including counsels' fees, in connection with any actual of proposed 
waiver or amendment requested by the Borrower to any of the foregoing, 
whether or not such waiver or amendment shall become effective; and (c) 
all transfer, stamp, documentary or other similar taxes, assessments or 
charges levied by any governmental or revenue authority in respect of any 
of the foregoing or any other document referred to herein. 
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9.04 Amendments, Etc. Any provision of chls Agreement say be 
nodi f lad or waived , but only by an Instrument or Instruments in writing 
signed by the Borrower and' the Bank. 

9.05 Successors and Assigns. This Agreement shall be binding upon 
and inure to the benefit of the parties hereto and their respective 
successors, heirs and assigns, except that the Borrower may not assign his 
rights or delegate his obligations hereunder. 

9.06 Jurisdiction and Service of Process. 

A. Any suit, action or proceeding against the Borrower with respect 
to this Agreement or any other Loan Document or on any judgment 
entered by any court in respect of any thereof may be brought *in 
the Supreme Court of the State of New York. County of New York, 
or in the United States District Court for the Southern District 
of New York, as the Bank may elect in its sole discretion, and 
the Borrower hereby submits to the non-exclusive jurisdiction of 
such courts for the purpose of any such suit, action or proce- 
eding (and waives for sueh purpose any other preferential 
jurisdiction by raison of hie prasant or future domicile or 
otherwise) . 

B. The Borrower hereby agrees that service of all writs, processes 
and siwonses in any such suit, action or proceeding brought in 
the State of New York may be made upon Vhlte 6 Case, of New 
York. New York (herein, together with the successors in such 
capacity hereunder, called the "Process Agent 1 * ), and the Bor- 
rower hereby Irrevocably appoints the Process Agent its true and 
lawful attomey-ln-fact in his name, place and stead to accept 
such service of any and all such writs, processes and sum- 
monses. and agrees that such service of process to the Process 
Agent shall not impair or affect the validity of such service or 
of any judgment based thereon. The Borrower agrees to maintain 
at all times an agent with offices In New York City to act as 
Its Process Agent as aforesaid, and to maintain at all times a 
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domicil* in New Yoti: CIct lor pursues of judicii! demand, and to give 
Che Bank advance notice of any change o! such Proccaa Agent or of 
such domicile. The Borrower hereby further irrevocably cooaents to 
che services of process In any suit, action or proceeding In said 
courts by the mailing thereof by the Bank by registered or certified 
mall, postage prepaid, to the Borrower, addressed as provided In 
Section 9*02 hereof. Nothing herein shall In any way be deemed to 

limit the ability of the Bank to serve any such writs, processes or 

summonses In any other manner permitted by applicable law or to 
obtain jurisdiction over the Borrower In such other Jurisdictions, 
and In such manner, as may be permitted by applicable law. 

C. The Borrower hereby Irrevocably valves any objection which he may now 
hereafter have to the laying of the venue of any suit, action or 
proceeding arising out of or relating to this Agreement or any other 
Loan Documents brought In the Supreme Court of the State of New York, 
County of New York, or the United States District Court for the 

Southern District of New York, and hereby further Irrevocably valves 
any claim that any such suit, action or proceeding brought In any 
such court has been brought In an Inconvenient forum, 

9.07 Counterparts. This Loan Agreement may be executed In 

countarparta. 

9.08 Governing Lav . The Loan Documents shall be governed by, and 
construed in accordance with, the lav of the State, of New York. 

9.09 Severability . If any terms or provisions of this Agreement or 
application thereof to any person or circumstance shall to any extent be 
Invalid or unenforceable, the remainder of this Agreement, or the 
application of such terms or provisions to persons or circumstances other 
than those as to which It is Invalid or unenforceable, shall not be 
effected ^hereby, and each term and provision of this Agreement shall be 
valid and enforceable to the fullest extent permitted by law. 

9.10 Entire Agreement . This Agreement constitutes the entire 
agreement between the parties with respect to the subject matter hereof. 


19 


514 


IN WITNESS WHEREOF t the parties hereto have caused this Loan Agreement to 
be duly executed as of the day and year first above vrlttea. 


DR. GHAXTH ft. PHARAOH 



BANK OP CREDIT AND COMMERCE 


INTERNATIONAL (OVERSEAS) LIMITED 
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PLEDGE AGREEMENT 

Dacad as of ***** , 198*7 


DR. CHAITH R. PHARAON 
IHTEREDEC (CEORGIA) LIMITED 
INTEREDEC (GEORGIA) N.V. 



and 


NBC FINANCIAL CORPORATION 


to 

BANK OF CREDIT AND COMMERCE 
INTERNATIONAL S.A. 

(Nav York Agency) 

as agent for 


BANK OF CREDIT AND COMMERCE INTERNATIONAL (OVERSEAS) LIMITED 



/ 
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THIS AGREEMENT, d.ced as of 19*7, fro* OR. GHAITH R.^ 

PHARAON, a citizen and rasldant of tha Klngdoa of Saudi Arabia 
("Dr. Pharaon" ) , INTEREDEC (CEORGIA) LIMITED ("Interedec (Ltd.)" ), a 
Eahaaas corporation. INTEREDEC (GEORGIA) H.V. ("Interedec (K.V.)" ). a 
Natharlanda Antilles corporation, and NRG Financial Corporation 
("Cowpany" ) , • Georgia corporation, to the Maw York agency of BANK OF 
CREDIT AND COMMERCE INTERNATIONAL S.A. (the "Pledge Agent” ) . acting 
on behalf of BANK OF CREDIT AND COMMERCE INTERNATIONAL (OVERSEAS) LIMITED 
("BCCI") . 


Dr. Pharaon, on his own behalf and on behalf of certain related 

m 

entitles hat borrowed f row BCCI and availed of eertaln out trending 
credit llnea and facllltlea evidenced by proala a or? notet of Dr. 
Pharaon. h 


X 

I J< f. 


In consideration thereof and In order to Induce BCCI froa tine to 
tlae to provide additional credit and banking facllltlea and 
accoaodatlona. Including without limitation pursuant to that certain 
Loan Agreement between Dr. Pharaon and BCCI dated aa of 
198^ («a in effect from time to time, the "Loan Agreement") , and for 
other good end valuable consideration • the receipt and adequacy of 
which are hereby acknowledged* Dr. Pharaon* Interedec (Ltd.), 
Interedec (N.V.), and Company hereby agree for the benefit of BCCI as 
follows: 

SECTION 1 . Definitions. 

Terms defined in the Loan Agreement and not otherwise defined herein 
shall have* aa used herein* the respective meanings provided for therein. 
The following additional terms* as used herein* shall have the following 
respective neaninga: 


"Collateral" naans the shares and all other property of any nature 
stated to be assigned as collateral security under Section 2. A herein. \jA 
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"Loan Obligations ** means any and all obligations (now existing or 
hereafter arising) of Dr. Pharaon, Interedec (Ltd.), Interedec 
(H. V. ) or Company under the Loan Agreement* the Note* any other Loan 
Document or otherwise* provided that* for purposes of this Pledge 
Agreement* the aggregate amount of all such obligations owed to BCC1 
by Dr, Pharaon* Interedec (Ltd,)* Interedec (N,V.) and/or Company and 
secured by the Collateral’ shall not exceed $140*000*000,00 Inclusive 
of Interest. 


Obligations" means the Loan Obligations and any and all obligations Cu^ 
(now existing or h«r«,ft«r arising) of Dr. Fharaon ( Incrsdoc (Ltd.),^?^ 
Interedec (N,V.) or Company under this Agreement, * 




"Option Fee" has the meaning set forth in the Option Agreement 
entered into by Dr. Pharaon* Interedee (N.V.)* and Credit and 
Commerce American Holdings ("CCAH") on 198^* ("Option 

Agreement") . 


k 


A 


"Option Obligations" mean any end all obligations (now existing or 
hereafter arising) of Dr. Pharaon, Interedee (Ltd,)* Interedec (N.V.) 
and/or Company under the Option Agreement, 


SECTION 2. Collateral . 

A. Pledge. As collateral security for the full and punctual 
payment and performance when due (whether at stated maturity, by 
acceleration or otherwise)* of the Obligations* Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) and Company hereby pledge, 
assign, hypothecate* transfer and deliver to and with the Pledge 
Agent and for the benefit of BCCI* and Dr. Pharaon* Interedec 
.(Ltd,)* Interedec (N.V.) and Company grant to the Pledge Agent 
for the benefit of BCCI* a first lien and a prior perfected 
security Interest In (1) all shares of the capital stock of 
Interedec (Ltd.), Interedec (N.V.)* Company and National 
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Georgia, a national banking association organized under United 
States Federal Lavs ("Bank"), respectively, whether now ovned or 
hereafter acquired, directly or indirectly, and (ii) any cash 
dividends or other cash payments, additional shares or 
securities or other property at any tine receivable or otherwise 
distributable in respect of, in exchange for, or in substitution 
of, any and all such capital stock, together with all of the 
proceeds of any thereof. 


B. Delivery. The certificates evidencing the shares pledged under 
Section 2 .A herein shall be delivered to the Fledge Agent, dujy 
endorsed in blank or with executed stock powers in blank annexed 
to each certificate. Any cash dividends or other cash payments 
(including the payment by CCAH of the exercise price of the 
Option ["Exercise Fries"]) hereafter received by Dr. Fharaon, 
Interedec (Ltd.), Interedee (H.V.) and/or Company in respect of, 
in exchange for or in substitution of all or a portion of the 
shares pledged hereunder shall be received in trust for the 
benefit of BCC1, shall be segregated from other funds of Dr. 
Fharaon, Interedec (Ltd.), Interedec (N.V.) and/or Company, as 
the case may be, and shall, without the necessity of any demand 
by the Fledge Agent, be paid over to the Fledge Agent and 
thereafter shall be held by the Pledge Agent pursuant to the 
terms of this Agreement in a separate cash collateral account. 
If any shares, securities, or other property required to be 
pledged under Section 2. A herein are hereafter received by Dr, 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company such 


party agrees forthwith to transfer and deliver to the Pledge 
Agent such shares, securities or other property so received 
(with appropriate endorsements, if any, and together with the 
certificates for any such shares and securities duly endorsed in 


blank), all of which thereafter shall be held by the Pledge 
Agent, pursuant to the terms of this Agreement, as part of the 




Collateral. 



5 



C. All Shaft to be Pledged. Or. Pharaon, Interedec (Ltd.), 
Intaradac (N.V.) and Company will causa cha sharas pladgad 
haraundar Co coos cl cut a at all class noc lass chan 100Z of cha 
cocal number of pharos Chan outstanding (Including craasury 
sharas but axdudlng directors' qualifying sharas) of capital 
stock of Intaradac (Ltd.), Intaradac (N.V.), Company and Bank, 
and will not panic Intaradac (Ltd.). Intaradac (N.V.), Company 
or Bank to issue or ha va outstanding any sharas of any ochar 
class of Its capital stock or to hava outstanding any 
subscription warrants , rights or options to acquire any sharas 
of any class of Its capital stock, othar than the Option, or as 
consancad to in writing by BCCI. 

D. Registration In Pladga Agent's Hama, Etc. The Pledge Agent 
shall hava the right (In Its sola dlscratlon) (1) to hold any 
certificates representing the Collateral In Its own name, or In 
the name of Dr* Pharaon, Intaradac (Ltd.), Intaradac (N.V.) or 
Company endorsed or assigned In blank or In favour of the Pladga 
Agent, (11) to hava the Collateral or any part thereof 
raglstarad In the name of the Pladga Agent or In the name or 
n«Mi of ch« Pladga Agent's nominees, or (111) to exchange, at 
any time and from time to time, the certificates delivered 
hereby for certificates for smaller or larger denominations for 
any purpose consistent with the Pledge Agent's performance under 
this Agreement. 

SECTION 3. Representations and Warranties. Each of Dr. Pharaon, 
Intaradac (Ltd.), Intaradac (N.V.) and Company represents and warrants, 
jointly and severally, to BCCI as follows : 

(1) f Dr. Phsraon, Intaradac (Ltd.), Intaradac (N.V.) and Company are 
and will be the legal and equitable owner of the sharas of stock 
of Intaradac (Ltd.), Intaradac (N.V.), Company and Bank, 
respectively, pledged haraundar and will not make any 
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assignment. pledge. mortgage. hypothecation or transfer of any 
thereof or of any part thereof # except the pledge provided for 
herein, the Option and as consented to In writing by. BCCI. 

(II) All such shares are and will be duly authorised, validly Issued, 
fully paid and nonassessable. 

(III) Dr. Pharaon. Interedec (Ltd.). Interedec (N.V.) or Conpany (as 
the case may be) will own all such shares free and clear of all 
Liens except the pledge provided for herein, the Option and as • 
consented to In writing by BCCI. 

(lv) Except for directors' qualifying shares. Conpany directly owns 
all of the shares of capital stock of Bank, which constitutes 
the entire oustandlng stock of every class and kind of Bank, 
there being outstanding no options, warrants, subscription 
agreements, convertible Instruments or other rights to acquire 
any share of any class of said capital stock. 


(v) The execution, delivery and performance by Dr. Pharaon. 
Interedec (Ltd.). Interedec (N.V.) and Company of this Pledge 
Agreement have been duly authorised and do not and will not (a) 
require any consent or approval (other than consents or 
approvals that have been obtained and remain In full force and 
effect) (b) violate any provision of the organic doouments of 
Interedec (Ltd.). Interedec (N.V.). Conpany or Bank, or any lav. 
rule, regulation, order, writ, judgment. Injunction, decree, 
determination or award presently In effect having applicability 
to Dr. Pharaon, Interedec (Ltd.). Interedec (N.V.) or Company, 
(c) result In a breach of or constitute a default under such 
. organic documents or any Indenture or loan or credit agreement 
or other material agreement, lease or Instrument to which 
Dr. Pharaon. Interedec (Ltd.). Interedec (N.V.) or Company is a 
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party or by which he or it or hi* or its properties may be bound or 
affected* or (d) result in, or require* the creation or Imposition of 
any Lien (other than the pledge provided for herein)* upon or with 
respect to any of the property now owned or hereafter acquired by Dr. 
Pharaon* Interedec (Ltd.)* Interedec (W.V.) or Company. This Pledge 
Agreement is the legal* valid and binding obligation of each of Dr. 
Pharaon* Interedec (Ltd.)* Interedec (N.V.) and Company* enforceable 
against each of them in accordance with the terms herein. 


SECTION 4. Further Assurances. 


(a) Dr. Pharaon* Interedec (Ltd.)* Interedec (N.V.) and Company 
jointly and severally agree that from time to time* at their 
expense* they will promptly execute and deliver all further 
instruments and documents* and take all further action* that may 
be necessary* or that the Pledge Agent may reasonably request* 
in order to perfect and protect the assignment* pledge and 
security Interest granted or purported to be granted hereby or 
to enable the Pledge Agent to exercise and enforce the rights 
and remedies provided hereunder with respect to any Collateral. 
Without limiting the generality of the foregoing* Dr. Pharaon* 
Interedec (Ltd.)* Interedec (N.V.) and Company jointly and 
severally will: (1) if any Collateral shall be evidenced by a 
promissory note or other Instrument* deliver and pledge to the 
Pledge Agent hereunder such note or lnstrusMnt duly endorsed and 
accompanied by duly executed Instruments of transfer or 
assignment* all in form and substance satisfactory to the Pledge 
Agent; (11) execute and file such financing or continuation 
statements* or amendments thereto* and such other instruments* 
endorsements or notices* as may be necessary* or as the Pledge 
' Agent may reasonably request* In order to perfect and preserve 
the assignment* pledge and security Interest granted or 
purported co be granted hereby; (111) will defend the Collateral 


... * 
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against any and all Liens (other chan the Lien in the Option and 
the CCAH Pledge) howsoever arising (not Including the security 
Interest created by this Agreement), prior to or equal to the 
security interest created hereby; end (lv) if deemed neeeasary 
by the Pledge Agent to effect a sale of all or any portion of 
the shares pledged hereunder* register, at the expense of Dr. 
Pharaon, Inceradec (Ltd.), Interedec (N.V.) and Company, such 
shares under the Securities Act of 1933 and/or the applicable 
Blue Sky lavs of any state or other jurisdiction as may be 
requested by the Pledge Agent. 

(b) Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company 
hereby authorise the Pledge Agent to file one or more financing 
or continuation statements, and amendments thereto, relative to 
all or any part of the Collateral without the signature of any 
of Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) or Compeny 
where permitted by lav. Copies of any such statement or 
amendment thereto shall promptly be delivered to Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company, as the case may 
be. 


SECTION 5. Prior Liens, and Exercise of Option, Etc. (a) Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company agree to observe 
or perform all conditions and covenants and to make all payments required 
by the Option and the CCAH Pledge. In the event of a default under the 
Option or CCAH Pledge, BCCI may obtain, and Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) and Company hereby expressly authorise BCCI, without 
notice to or demand upon any of Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) or Company, to obtain, discharge of the Option and the CCAH Pledge 
and In exercising such power to take such action (including satisfaction 
of the Obligations under the CCAH Pledge), make such payments. Incur such 
liability and expend whatever amounts in BCCI's sole discretion BCCI may 
deem necessary therefor, and all such payments, liabilities and 
expenditures shall constitute additional Indebtedness of Dr. Pharaon, 
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Interedec (Led.). Interedec (N.V.) and Company secured by this Pledge 
Agreement; (b) In order co assure satisfaction of the Loan Obligations 
upon axerclse of the Option, Dr. Pharaon, Interadee (Ltd.) and Interedec 
(N.V.) agree and direct that payment of the Exercise Price be made to the 
Pledge Agent and that, upon receipt thereof, the Pledge Agent shall 
release from the lien established herein and deliver to CCAH all 
certificates evidencing the shares of Cosipany and Bank pledged hereunder 
duly endorsed In blank or with executed stock povers In blank annexed to 
each such certificate. Such delivery of the shares of Company and Bank 
shall operate to divest all right, title, interest, claim and demand, 
cither at lav or in equity, of any party to this Agreement In and to the 
shares of Company and Bank and shall be a perpetual bar both at lav and in 
equity against the parties to this Agreement and against any person 
claiming or attempting to claim such shares of Company from, through, or 
under such party. The Exercise Price shall be applied as follovs : 

(I) first to the payment of all costs and expenses of the Pledge 
Agent, Including reasonable compensation to the Pledge Agent and 
Its agents and counsel; 

(II) then to the payment in full of the Loan Obligations, provided 
that. If the Loan Obligations are not then due, the remaining 
portion of the Exercise Price shall be held by the Pledge Agent 
until the Loan Obligations are due and ovlng; 

(ill) then to the payment of any other Obligations; and 


(iv) 


any surplus remaining shall be paid to Dr. 
(Ltd.), Interedec (N.V.) or Company or to 
lavfully entitled to receive the same. 


Pharaon, Interedec 
whosoever may be 
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(a) Unless and until an Event of Dafault has occurred and Is 
continuing. Dr. Pharaon, Interedec (Ltd.), Interedec (H.V.) 
or Company shall have the right to exerelst all voting, 
consensual and other powers of ownership pertaining to the 
shares pledged hereunder for all purposes not inconsistent 
with the terms of this Agreement, the Loan Agreement or any 
other Loan Document, provided that such party agrees thft 
it will (1) give the Pledge Agent at least ten (10) days' 

prior notlee of the manner in and purpose for which it 

intends to exercise, or the reasons for refraining from 
exercising, any such power, (11) not vote such shares in 

any manner that la inconsistent with or would cause a 

breach under the terms of this Agreement , the Loan 
Agreement, or any other Loan Document, and (ill) neither 
exercise, nor refrain from exercising, any such power if, 
in the judgment of the Pledge Agent, any such action or 
inaction would have a material adverse effect on the value 
of such shares or any part thereof. 


(b) The Pledge Agent shall execute and deliver to Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company (as the case 
may be) or cause to be executed and delivered to Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company (as 
the case may be) all such proxies, powers of attorney, 
dividend or other orders, and all such instruments, without 
recourse, as Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) or Company may reasonably request for the purpose of 
enabling Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) or 
Company to exercise the rights and power that he or 1£ u U AJ& 
entitled to exercise pursuant to the preceding provisions 
of this Section 6. A. — 

" - ?) 

F' 

n 
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B. Rights Upon Occurence of Evtnt of Default, Etc. As s supplement 
to tht rights undtr othsr provisions of this Agreement* If sny 
Event of Default shall have occurred* then so long as the same 
shall continue* and whether or not BCC1 exercises any right* or 
seeks or pursues any other relief or remedy* available to It 
under applicable lavs* the Loan Agreement or any Loan Document: 

(1) The Pledge Agent* or Its nominee or nominees* shall forthwith, 
vlthout further act by any party* have the sole and exclusive 
right to exercise all voting* consensual and other powers of 
ownership pertaining to the shares pledged hereunder and shaU 
exercise such powers in such manner as the Pledge Agent* in its 
sole discretion* shall determine to be necessary* appropriate or 
advisable* and* if the Pledge Agent shall so request* Dr. 
Pharaon* Interedec (Ltd.)* Interedec (N.V.) and Company agree to 
execute and deliver to the Pledge Agent such # other and 
additional povars* authorisations* proxies* dividends and other 
orders* and sueh other documents* as the Pledge Agent may 
request to secure to the Pledge Agent the rights* powers and 
authorities Intended to be conferred upon the Pledge Agent by 
this Section 6.B; and 


(11) All dividends and other distributions on or constituting any of 
the Collateral shall be paid directly to the Pledge Agent and 
retained by It as part of the Collateral* subject to the terms 
of this Agreement* and. If the Pledge Agent shall so request. 
Dr. Pharaon* Interedec (Ltd.)* Interedec (N.V.) and Company 
agree to execute and deliver to the Pledge Agent appropriate 
additional dividend* distribution and other orders and documents 
to that end. 

/ 

SECTION 7. Pledge Agent Appointed Attorney-In-Fact . 


Each of Dr. Pharaon, Int.r.d.c (Ltd.), Ine.r.d.c (N.V.) and Ctmpany 
hereby Irrevocably appoints the Pledge Agent as their attorney** 


in-fact (which appointment as attomey-ln-fact shall be coupled With v 

•4 wv-y 


(i) 
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an Interest) , with full authority In the place and stead of Dr. 
Pharaon, Intcredec (Ltd.), Interedec (H.V.) or Coapany (as the case 
aay be) and in the naae of Dr. Pharaon, Interedec (Ltd.), Interedec 
(H.V.) or Coapany (as the case aay be) or otherwise, froa tlae to 
tlae in the Pledge Agent's discretion to take any action and to 
execute any lnstruaent that the Pledge Agent aay deea necessary or 
advisable to accoapllsh the purposes of this Agreeaent (the Pledge 
Agent not being obligated to do any of the foregoing). Including, to 
ask, demand, collect, sue for, recover, coapound, receive and give 
acquittance and receipts for moneys due and to become due under or in 
connection with the Collateral, to receive, endorse, and collect any 
drafts or other Instruments, documents and chattel paper In 
connection therewith, and to file any claims or take any action or 
Institute any proceedings that the Pledge Agent aay deea necessary or 
desirable for the collection thereof or to enforce compliance with 
the terms and conditions thereof. 

SECTION 8. Pledge Agent's Duties. 

The powers conferred on the Pledge Agent hereunder shall not Impose 
any duty upon It to exercise any such powers. Exeept for the safe 
custody of any Collateral In Its actual possession, the accounting 
for moneys actually received by It hereunder, and the delivery to 
CCAH in accordance with the terms of Section 5 herein of the shares 
of Coapany and Bank pledged hereunder, the Pledge Agent shall have no 
duty as to any Collateral or as to the taking of any necessary 
steps to preserve any rights pertaining to any Collateral. 

SECTION 9. Rights and Remedies. 

(a) If an Event of Default shall have occurred and be continuing, 
all payments received by Dr. Pharaon, Intcredec (Ltd.), 
Interedec (N.V.) or Coapany under or In connection with the 
Collateral shall be received In trust for the benefit of BCCI , 
shall be segregated froa other funds of Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V.) or Company and shall be forthwith paid ^ 
over to the Pledge Agent In the same form as so received (with • \ - 
any necessary endorsement or lnsturmcnt of transfer); 

13 
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(b) If any Event of Default shall have occurred and be continuing 
and the principal amount of the Loan and then ou standing Note or 
other Loan Obligations shall have been declared to be, or shall have 
become, due and payable under the Loan Agreement and CCAH shall have 
delivered to the Pledge Agent its written consent to the exercise by 
the Pledge Agent of the hereinafter described rights and remedies, 
then, in addition to any other rights and remedies provided for 
herein or that may otherwise be available, the Pledge Agent may 
without any further demand, advertisement or notice (except as 
expressly provided for below In this subsection (b) ) exercise all the 
rights and remedies of a secured party under the applicable Unlfqrm 
Commercial Code (whether or not said Code applies to the affected 
Collateral), and In addition: (1) may apply the moneys, if any, then 
held by it as part of the Collateral, for the purposes and in the 
order provided In Section 10 herein and (11) if there shall be no 
such moneys or the moneys so applied shall be insufficient to satisfy 
in full all Obligations, may sell the Collateral, or any part 
thereof, as hereinafter provided. The Collateral may be sold In one 
or more sales, at public or private sale, conducted by any officer or 
agent of, an auctioneer or attorney for, the Pledge Agent, at the 
Pltdgt Actnt't place of business or elsewhere, for cash, upon credit 
or for other property, for Immediate or future delivery, and at 
such price or prices and on such terms as the Pledge Agent shall, in 
its sole and absolute discretion, deem appropriate. The Pledge 
Agent, or BCCI, subject however to the receipts of any necessary 
regulatory approval (s), may be the purchaser of any or all of the 
Collateral so sold at a public sale and thereafter hold the same, 
absolutely, free from any right or claim of whatsoever kind and the 
obligations of Dr. Pharson, Interedec (Ltd.), Interedec (N.V.) or 
Company to ouch purchaser may be applied as a credit against the 
purchase price. The Pledge Agent may. In its sole discretion, at 
any such sale restrict the prospective bidders or purchasers as to 
their number, nature of business and Investment intention. Including 
a requirement that the prospective bidders or purehssers represent 
and agree, to the satisfaction of the Pledge Agent, that they are 
purchasing the Collateral for their own account, for investment, and ** 

not with a view to the distribution or resale of any thereof. Upon * f ' 

•^~ 7 - 
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Any such sale ths Pledge Agent shall have the right to deliver, 
assign and transfer to the purchaser thereof the Collateral so sold. 
Each purchaser (including BCC1) at any sueh sale shall hold the 
Collateral so sold, absolutely free from any claim or right of 
whatsoever kind, including any equity or right of redemption, of Dr. 
Pharaon, Interedec (Ltd.), Interedec (H.V.) and Company and Dr, 
Pharaon, Interedec (Ltd.), Interedec (M,V.) and Company hereby 
specifically valve, to the full extent they may lawfully do so, all 
rights of redemption, stay of appraisal that they have or may have 
under any rule of lav or statute now existing or hereafter adopted. 
The Pledge Agent shall give Dr, Pharaon, Interedee (Ltd.), Interedge 
(H.V.) and Company at least ten (10) days notice (which Dr, Pharaon, 
Interedee (Ltd,), Interedee (M,V,) and Company agree is reasonable 
notification within the meaning of Section 9-504(3) of the Uniform 
Commercial Code) of any such public or private sale. Such notice, in 
case of public sale, shall state the tine and plaee fixed for guch 
sale. Any such public sale shall be held at such time or clmes 
within ordinary business hours as the Pledge Agent shall fix in the 
notice of such sale. At any such sale the Collateral may be sold 
in one lot as an entirety or in separate parcels. The Pledge Agent 
shall not be obligated to make any sale pursuant to any such notice. 
The Pledge Agent may, without notice or publication, adjourn any 
public or private sale or cause the same to be adjourned from time to 
time by announcement at the time and place fixed for such. sale, and 
any such sale may be made at any time or place to which the same may 
be so adjourned without further notice or publication. In case of 
any sale of all or any part of the Collateral on credit or for future 
delivery, the Collateral so sold may be retained by the Pledge Agent 
until the full selling price is paid by the purchaser thereof, but 
the Pledge Agent shall not incur any liability in case of the failure 


of such purchaser to take up and pay for the Collateral so sold, 
and in case of any such failure, such Collateral may again be sold 





15 



530 


(c) Instead of exorcising Che power of sale provided In Section 9(b) 
herein . the fledge Agent may proceed by a suit or suits ac law 
or in equity to foreclose the assignment, pledge and security 

.interest under -this Agreeaent and sell the Collateral or any 
portion thereof under a judgment or decree of a court or courts 
of competent Jurisdiction; 

(d) The Pledge Agent as attorney-in-fact pursuant to Section 7 
herein may, in the naae and stead of Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V.) and Company, make and execute all 
conveyances, assignments and transfers of the Collateral sold 
pursuant to Section 9(b) or Section 9(c) herein, and Dr Pharaon, 
Interedec (Ltd.), Interedec (H.V.) and Company hereby ratify and 
confirm all that the Pledge Agent, as said attorney-in-fact, 
shall do by virtue hereof. Nevertheless, Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V.) and Company shall, if so requested by 
the Pledge Agent, ratify and confirm any sale or sales by 
executing and delivering to the Pledge Agent, or to. such 
purchaser or purchasers, all such instruments as may, in the 
judgment of the Pledge Agent, be advisable for the purpose; 


(e) 


The receipt of the Pledge Agent for the purchase money paid ac 
any such sale made by it shall be a sufficient discharge 
therefor to any purchaser of the Collateral, or any portion 
thereof, sold as aforesaid; and no such purchaser (or the 
representatives or assigns of such purchaser), after paying such 
purchase money and receiving such receipt, shall be bound to see 
to the application of such purchase money or any part thereof or 
in any manner whatsoever be answerable for any loss, 
misapplication or nonapp Heat ion of any such purchase money, or 
any part thereof, or be bound to inquire as to the 

authorization, necessity, expediency or regularity of any such 
sale; and ^ 


jsrf' 
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(f) The Pledge Agent shell Incur no liability es e result of the 
Benner of sale of the Collateral, or any part thereof, at any 
private sale conducted In a commercially reasonable Banner. Dr. 
Pharaon, Interedee (Ltd.), Interedec (N.V.) and Coupany hereby 
valve, to the full extent permitted by applicable lav, any 
clalns against the Pledge Agent arising by reason of the fact 
that the price at vhlch the Collateral, or any part thereof, nay 
have been sold at a private sale vas less than the price chat 
aight have been obtained at a public sale or vas less than the 
aggrtgace amount of the Obligations, even If the Pledge Agent 
accepts the first offer received that the Pledge Agent In good 
faith deems to be commercially reasonable under the 
circumstances and does not offer the Collateral to Bore chan one 
offeree. To the extent permitted by lav. Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V.) and Company shall have the burden of 
proving that any such sale of the Collateral vas conducted in a 
commercially unreasonable Banner. 

SECTION 10. Application of Proceeds. 

If an Event of Default shall have occurred and be continuing, all 
proceeds of any sale or enforcement of the Pledge Agent's rights In 
respect of the Collateral, and all monies then held by the Pledge 
Agent as Collateral, shall be applied as follovs: 

(«) first to the payment of all costs and expenses of such sale or 
enforcenent Including reasonable compensation to the Pledge 
Agent and Its agents and counsel; 

(b) . then to the payment in full of the Obligations; and 

(c) any surplus remaining shall be paid to Dr. Pharaon, Interedec 

(Ltd.), Interedec (N.V.) or Company or to vhosoever may be 
lawfully entitled to receive the sane. ' 
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SECTION il. Consents by Interedec (Ltd,), Interedec (HXj 
and Company. 

(a) Each of Interedec (Ltd.), Interedec (N^V.) and Company hereby 
contents that* without notice to it: 

(i) at any elne or froa ciae to time* the tiae for Dr. Pharaon's 
performance of or compliance with any provision of the Loan 
Documents may be extended or such performance or compliance nay 
be waived by BCCI; 

m 

(ii) any of the acts permitted in such Loan Documents may be done; 

(iii) such Loan Documents aay froa tiae to tiae be amended by Dr. 
Pharaon and BCCI for the purpose of adding any provisions 
thereto or changing in any manner the rights of BCCI or of Dr. 
Pharaon thereunder; 

(lv) the maturity of the Note or the Loen aay be extended or renewed 
in whole or in part; 

(v) the maturity of the Note or the Loan aay be accelerated in 
accordance with the terms of such Loan Documents or any future 
agreement between Dr. Pharaon and BCCI or the holder of the 
Note; and 


(vl) any collateral security (including the Collateral) for ail or 
any part of the Loan Obligations may be exchanged* surrendered 
or otherwise dealt with and BCCI's Interest therein may be 
released and may or may not be perfected* all as BCCI in its 
. sole discretion may determine. 



U JJ& 
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all without affecting the liability of Interedec (Ltd.). Intcredec (N.V.) 
or Company hereunder. 

(b) Each of Interedec (Ltd.) , Interedec _(N.V.) and Company hereby 
content* to the jurisdiction of the courts to the full extent 
provided with respect to Dr. Pharaon in Section 9.06 of the Loan 
Agreement, hereby appoints the Process Agent referred to therein 
as its agent for the purposes contenplated by said Section, and 
otherwise makes the same agreement as Dr. Pharaon under said 
Section. 

m 

SECTION 12. Amendments; Etc. 

No amendment or valvar of any provision of this Agreement nor consent 
to any departure by Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) 
or Company herefrom shall in any event be effective unless the same 
shall be in writing and signed by the Pledge Agent, and then such 
waiver or consent shall be effective only in the specific Instance 
and for the specified purpose for which given. 

SECTION 13. Addresses for Notices. 

All notices and other communications hereunder shall be given in 
accordance with Section 9.02 of the Loan Agreement and if to the 
Pledge Agent, at: 320 Park Avenue, New York, New York 10022, 

Attention: Manager, Cable; BCCNY NYK; 

If to Interedec (Ltd.), at: P.0. Box N-4645, NASSAU, BAHAMAS; 

if to Interedec (N.V.), at: C/o Concorde International, 

4 Place de la Concorde, Paris 75008, France. Telex No.240174 CNCBD; 

if to Company, et 2000 Rlveredge Parkway, 

Attention: Treasurers Cable: 859956, Answer Back: 


Atlanta, Georgia, 

NATL BKGA. * ( 

} 
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SECTION 14. Continuing Assign— nt, Fledge and Security Interest 


This Agreement «h«ll create a continuing assignment, pledge and 
security Interest- in the Collateral _and shall (!)_ remain in full 
force and effect for the benefit of BCCI until payment in full of the 
Loan Obligations and all other amounts owing to BCCI under the Loan 
Agreement v the Note and the other Documents, (11) be Jointly and 
severally binding upon Dr. Fharaon, Xnteredec (Ltd.), Interedec 
(N.V.) and Company and their respective successors and assigns and 
(ill) inure, together with the rights and remedies of BCCI hereunder, 
to the benefit of BCCI and its successors, transferees and assigns. 

Upon the exercise of the Option , the lien and security interest of 
BCCI in the shares of Company and Bank, but not the proceeds thereof, 
pledged hereunder shall terminate, and upon the payment in full of 
the Loan Obligations and all other amounts owing to BCCI the 
assignment, pledge and security Interest granted hereby to BCCI shall 
terminate and BCCI will, at the expense of Dr* Fharaon, Interedec 
(Ltd.), Interedec (N.V.) or Company, deliver to Dr. Fharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company such documents as Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company shall 
reasonably request to evidence such termination. 


SECTION 15. Cove mint Law; Terms . 


This Agreement shall be governed by, and construed in accordance 
with, the lav of the State of New York. Unless otherwise defined 
herein or in the Loan Agreement, terms used in Article 9 of the 
Uniform Commercial Code in the State of New York are used herein 
as therein defined. 


SECTION 16. Headings. 


Headings used in this Agreement are for convenience of reference only 
and do not constitute part of this Agreement for any purpose. ^ 
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SECTION 17. Severability, 

The parties hereto agree t to the fullest extent that they nay 
effectively do so under applicable lav, that in the event that one or 
no re of the provisions hereof is held to be invalid, illegal or 
unenforceable in any respect in any Jurisdiction, (a) the remaining 
provisions shall not be affected or impaired and shall ressln in 
full force and effect and shall be liberally construed in favour of 
BCCI in order to carry out the intention of the parties hereto as 
nearly as nay be possible, end (b) such invalid. Illegal or 
unenforceable provisions shall not be affected or impaired in any 
other Jurisdiction. 


IN WITNESS WHEREOF, Or. Pharaon, Interedec (Ltd.), Interedec (N,V.) 
and Company have duly executed and delivered this Agreement as of the date 
first above vrltten. 


Dr. Chalth R. Pharaon 



(Seal) 


INTEREDEC (CEORCIAULIKITED 
Managing Director 


/ 
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INTEREDEC (CEORCIA) N.V. 



(Seal) 

Accepted: 


HBC FINANCIAL CORPORATION 



Bank of Credit end Cooaerce 
Intemetlonel S.A. . 

New York Agency 



Title: 
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BANK OF CREDIT AND COMMERCE INTERNATIONAL (OVERSEAS) LIMITED 
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PLEDGE AGREEMENT 
CERTIFICATE OF WITNESS 


The undersglned, Saleea Malik, DOES HEREBY CERTIFY that 
Dr. Ghalth R. Pharaon, personally known to se to be the person whose 
nave Is subscribed to the attached Pledge Agreement, dated as of 
January 29, 1987, individually and as Managing Director of Interedec 
(Georgia) Ltd. and Interedec (Ceorgla) N.V. , personally appeared 
before ae and executed and delivered such Instruaent and acknowledged 
to ae that, being Inforaed of the concents thereof, he executed and 
delivered the saae, voluntarily in his individual capacity and in his 
capacity as Managing Director of Interedec (Georgia) Ltd. and 
Interedec (Georgia) N.V., for the purposes therein stated. 

IN WITNESS WHEREOF, I have hereunto set ay hand this 

day of January, 1987. 


STATE OF NEW YORE ) 

) ss: 

COUNTY OF NEW YORK ) 


Op this • it * day of January in the year 1987, before ae 
T.W/1 K . Jr. % . nft.tr l Ik , a Notary Public in and for said State of 
New York, personally appeared Saleea Malik, personally known to ae 
(or proved to ae on the basis of satisfactory evlderce) to be the 
person whose naae la subscribed to the above Certificate of Witness, 
who executed and delivered such certificate and afflraed to ae under 
the penalty of perjury that the facts certified to therein were true 
and correct. 


IN WITNESS WHEREOF, I have hereunto set ay hand and affixed my 
official seal the day and year this . day of January 1987. 

Notary Public 

ZUmOAA CLAM UAL* 

Noaery PubUc. State el Hmm 
Na 31-4660004 

(Noteary Seal] CiimnSSnn ^Jf 


My commission expires: 
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COUNTY OF NEW YORK ) 

-STATE OF NEW YORK - )- ss: - ^ 


—On this 29th day of January In tha yaar 1987, bafora me , 
.V4-/T . . ..a Notary Public in and for tha State of New 
York, parsonally appeared fK- ASflCtP.SlVrtfknd fiffk.OtK and 
personally known to ea (or proved to me on tha basis of satisfactory 
evidence) to be tha parsons whose names are subscribed to the 
attached Pledge Agreement, dated as of 29th January 1987, as an 
. JCAG and an •.Q££‘lC£r€. of Bank of Credit and Commerce 
International S.A., one of the companies that executed and delivered 
sueh Instrument, and acknowledged to me that, being Informed of 
the contents thereof, they executed and delivered the same, 
voluntarily in their capacity as such, for the purposes therein 
stated, on behalf of Bank of Credit and Commerce International, S.A., 
as the free act and deed of such company. 


IN WITNESS WHEREOF, I have hereunto eet my. hand and affixed my 
official seal this 29th day of January 1987. 


[Notary Seal] 





My commission expires: 
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Scats of 




) so: 


On this day of January In tha yaar 1987 bernc ac, 

J.£tOo*f. a Notary Public in and for • Staca of* K a n V e e k, 
personally appeared William V. Betas c In l v personally known to ne (or 
proved to me on the baala of satisfactory evidence) to be the 
person vhose name is subscribed to the attached Pledge Agreement* 
dated as of January 29 , 1987* as the Treasurer of NBC Financial 

Corporation* one of the companies that executed and delivered such 
instrument, and acknowledged to me that, being Informed of the 
contents thereof, he executed and delivered the same voluntarily ip 
his capacity as such, for the purposes therein stated, on behalf of 
NBC Financial Corporation as the free act and deed of such company. 




IN WITNESS WHEREOF. I have hereunto set my hand and affixed my 
official seal this day of January 1987* 



[Notary Seal] 

My comission expires: 

HoUry Public. Ceorsia. Sim# m L*r«e 

CommiuiOA Cap**** Apr. A 1988 
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PLEDCE ACREEMENT 
CERTIFICATE OF WITNESS 


The undersigned, Saleem Malik, DOES HEREBY CERTIFY that I.M.A. Imam and 
S.A.A. Naqvi, personally known to me to be the persons whose names are 
subscribed to the attached Fledge Agreement, both dated as of January 29, 1317, as 
officers of JBank of Credit and Commerce International (Overseas) Limited, personally 
appeared before me and executed and delivered the within Instrument and ack now led gee 
to me that, being informed of the contents thereof, they executed and delivered the san 
voluntarily, for the purposes therein stated, as their free act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand this .^?.^day of 
January, 1987. 


STATE OF NEW YORK ) 

) **: 

COUNTY OF NEW YORK ) 




January in the year 1987, before me 

Notary Public in and for said State of New York, personally 
appeared Saleem Malik, personally known to me (or proved to me on the basis of 
satisfactory evidence) to be the person whose name is subscribed to the above 
Certificate of Witness, who executed and delivered such certificate and affirmed to me 
under the penalty of perjury that the facts certified to therein were true and correct. 


IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official 
seal the day and year this 29th day of January 1987. 


( Notary Seal] 


"L-riaJU 


Notary Public Stew d New Vdt* 


Ouolttod in Now York County' 
Comm t— on Exp*** Dooomber 31. II 


My commission expires: 
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PLEDGE AGREEMENT 
Dated as of December (2_, 1986 
from 

DR. CHAITH R. PHARAON , 
INTEREDEC (GEORGIA) LIMITED, 
INTEREDEC (GEORGIA) N.V., 
and 

NBG FINANCIAL CORPORATION 
to 



BANK OF CREDIT AND COMMERCE INTERNATIONAL, S.A. 
(NEW YORK AGENCY) 
as agent for 

CREDIT AND COMMERCE AMERICAN HOLDINGS, N.V. 


B 
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THIS AGREEMENT dated at of December ^ , 1986 from 
DR. GHAITH R. PHARAON , a citizen and resident of the Kingdom 
of Saudi Arabia (" Dr. Pharaon "), INTEREDEC (GEORGIA) LIMITED 
C Interedec (Ltd.) ") , a Bahamas corporation, INTEREDEC 
(GEORGIA) N . V. C Interedec (N.V.) "), a Netherlands Antilles 
corporation, and NBG Financial Corporation ( " Company * ) , a 
Georgia corporation, to BANK OF CREDIT AND COMMERCE 
INTERNATIONAL, S.A. (NEW YORK AGENCY) (the "Pledge Aoenf) , 
acting on behalf of CREDIT AND COMMERCE AMERICAN HOLDINGS, 
N.V. (" CCAH ") . 

Dr. Pharaon and Interedec (N.V.) have entered into 
an Option Agreement dated as of December (£, 1986 (as in 
effect at any time, the " Option Agreement ") with CCAH 
pursuant to which CCAH has been granted an option (the 
" Option ") to acquire all the outstanding common stock of 
Company, a registered bank holding company under the Bank 
Holding Company Act of 19S6. In consideration thereof and 
in order to induce CCAH to enter the Option Agreement and 
for other good and valuable consideration, the receipt and 
adequacy of which are hereby acknowledged. Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) and Company hereby agree 
for the benefit of CCAH as follows: 


SECTION 1. Definitions . 

Terms defined in the Option Agreement and not 
otherwise defined herein shall have, as used herein, the 
respective meanings provided for therein. The following 
additional terms, as used herein, shall have the following 
respective meanings: 

" Collateral " means the shares and all other 
property of any nature stated to be assigned as collateral 
security under Section 2. A herein. 

" Default " means any Event of Default, or any event 
or condition which would constitute an Event of Default 
without giving effect to any provisions for the giving of 
notice or lapse of time. 

" Event of Default " means any one or more of the 
following events or conditions: 
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(a) Dr. Pharaon and Interedec (N.V.) ahall fail to 
repay the Option Fee on the Expiration Date, unless 
Notice of Exercise has previously been given, or to make 
payment of the Cancellation Price on the Cancellation 
Date or the Termination Date, as the case may be, or 
shall default in the payment or performance when due of 
any other Obligations; 

(b) Any representation, warranty or certification 
made in this Agreement, the Option Agreement or in any 
document furnished in connection herewith or therewith 
by Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) or 
Company shall prove to have been false or misleading as 
of the time made or furnished in any materially adverse 
respect; 

(c) Any of Dr. Pharaon, Interedec (Ltd.), 

Interedec (N.V.) or Company shall (i) apply for or 
consent to the appointment of, or the taking of 
possession by, a receiver, custodian or trustee or the 
liquidation of Interedec (Ltd.), Interedec (N.V.) or 
Company or of all or a substantial part of the property 
of Dr. Pharaon, Interedec (Ltd..), Interedec (N.V.) or 
Company, as the case may be; (ii) make a general 
assignment for the benefit of the creditors of Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company, 
as the case may be; (ill) commence a voluntary case 
under the U.S. Bankruptcy Code (as now or hereafter in 
effect); (iv) file a petition, make application or 
otherwise commence proceedings seeking to take advantage 
of any other law of any jurisdiction relating to 
bankruptcy, insolvency, reorganization, suspension of 
payments, moratorium, winding-up, or composition or 
readjustment of debts; (v) fail to controvert in a 
timely and appropriate manner, or acquiesce in writing 
to, any petition or application filed against Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company, 
as the case may be, in an involuntary case or proceeding 
under the U.S. Bankruptcy Code or any other law of any 
jurisdiction relating to bankruptcy, insolvency, 
reorganization, suspension of payments, moratorium, 
winding-up, or composition or readjustment of debts; or 
(vi) take any action for the purpose of effecting any of 
the foregoing; 
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(d) A proceeding or case shell be commenced, 
without the application or consent of Dr. Pharaon, 
Interedec (Ltd.)# Interedec (N.V.) or Company, in any 
court of competent jurisdiction, seeking (i) 
liquidation, reorganization, dissolution or winding-up, 
or the composition or readjustment of debts of Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company, 
as the case may be; (ii) the appointment of a trustee, 
receiver, custodian, liquidator or the like of Interedec 
(Ltd.), Interedec (N.V.) or Company or of all or any 
substantial part of any of the assets of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company, as the 
case may be; or (ill) similar relief in respect of Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company 
under any lav of any jurisdiction relating to 
bankruptcy, insolvency, reorganization, suspension of 
payments, moratorium, winding-up, or composition or 
adjustment of debts, and such proceeding or case shall 
continue undismissed, or an order, judgment or decree 
approving or ordering any of the foregoing shall be 
entered and continue unstayed and in effect, for a 
period of thirty (30) days; or an, order for relief 
against Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) 
or Company shall be entered in an involuntary case under 
the U.S. Bankruptcy Code; 

(e) Any shares of the capital stock of National 
Bank of Georgia ( " Bank "! (a national banking association 
organized under United States federal lavs). Company, 
Interedec (N.V.) or Interedec (Ltd.) shall at any time 
btcom* subject to sny lien or bs sold, assigned or 

otherwise transferred (or become subject to any 
agreement of sale, assignment or transfer), except (i) 
pursuant to this Pledge Agreement, (il) in the case of 
the shares of Company, pursuant to the Option, (ill) in 
the case of Bank shares, with respect to the sale of 
directors' qualifying shares, or (iv) with the prior 
written consent of CCAH; 

(f) Any of Dr. Pharaon, Interedec (Ltd.), 

Interedec (N.V.) or Company shall default in the 
performance or observance of any covenant, condition or 
undertaking contained in this Pledge Agreement or the 
Option Agreement; or 


A 
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(g) Any of Dr. Pharaon, Interedec (Ltd.), 

Interedec (N.V.) or Company shall default in the payment 
when due, by acceleration or otherwise, of any amount in 
respect of any indebtedness or obligation secured, directly 
or Indirectly, by the Collateral, and such default shall~ 
continue beyond the applicable grace period, if any, 
specified in the note, agreement or other instrument 
relating to such debt, or any other event shall occur under 
any note, agreement or other Instrument by which any such 
debt is evidenced or under which any such obligation is 
created which entitles the holder of such debt to cause such 
debt to become due prior to its stated maturity or payment 
date, and such default shall not be cured within the 
applicable grace period, if any, specified in such note, 
agreement or other Instrument. 

" Obligations " means any and all obligations (now 
existing or hereafter arising) of Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V.) or Company under this Agreement or 
under the Option Agreement. 


SECTION 2. Collateral . 

A. Pledge . As collateral security for the full 
and punctual payment and performance when due (whether at 
stated maturity, by acceleration or otherwise) of the 
Obligations, Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) 
and Company hereby pledge, assign, hypothecate, transfer and 
deliver to and with the Pledge Agent and for the benefit of 
CCAH, and Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) 
and Company grant to the Pledge Agent for the benefit of 
CCAH, a first lien and a prior perfected security interest 
in, (i) all shares of the capital stock of Interedec (Ltd.), 
Interedec (N.V.), Company and Bank, respectively, whether 
now owned. or hereafter acquired, directly or Indirectly, and 
(ii) any cash dividends or other cash payments, additional 
shares or securities or other property at any time 
receivable or otherwise distributable in respect of, in 
exchange for, or in substitution of, any and all such 
capital stock, together with all of the proceeds of any 
thereof. 







B. Delivery . The certificates evidencing the 
shares pledged under Section 2. A herein shall be delivered 
to the Pledge Agent, duly endorsed In blank or with executed 
stock powers In blank annexed to each certificate. If any 
shares, securities, or other property required to be pledged 
under Section 2. A herein are hereafter received by Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company, such 
party agrees forthwith to transfer end deliver to the Pledge 
Agent such shares, securities or other property so received 
(with appropriate endorsements, if any, and together with 
the certificates for any such shares and securities duly 
endorsed in blank), all of which thereafter shall be held by 
the Pledge Agent, pursuant to the terms of this Agreement, 
as part of the Collateral. If any Event of Default shall 
occur and be continuing, any cash payments received by Dr. 
Pharaon, Interedec (Ltd.) or Interedec (N.V.) in respect of, 
in exchange for or in substitution of all or any portion of 
the shares pledged hereunder shall be received in trust for 
the benefit of CCAH, shall be segregated from other funds of 
Dr. Pharaon, Interedec (Ltd.) or Interedec (N.V.), as the 
case may be, and shall, without the necessity of any demand 
by the Pledge Agent, be paid over to the Pledge Agent and 
thereafter shall be held by the Pledge Agent pursuant to the 
terms of this Agreement in a separate cash collateral 
account. 


C. All Shares to be Pledged. Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) and Company will cause 
the shares pledged hereunder to constitute at all times not 
less than 100% of the total number of shares then 
outstanding (including treasury shares but excluding 
directors' qualifying shares) of the capital stock of 
Interedec (Ltd.), Interedec (N.V.), Company and Bank, and 
will not permit Interedec (Ltd.), Interedec (N. V. ), Company 
or Bank to issue or have outstanding any shares of any other 
class of its capital stock or to have outstanding any 
subscription warrants, rights or options to acquire any 
shares of any class of its capital stock, other than the 
Option, or as consented to in writing by CCAH. 

D. Registration In Pledge Agents Name^_E£g . The 
Pledge Agent shall have the right (in its sole discretion) 
(i) to hold any certificates representing the Collateral in 
its own name, or in the name of Dr. Pharaon, Interedec 
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(Ltd.)# Interedec (N.V.) or Company endorsed or assigned in 
blank or in favor of the Pledge Agent, (il) to have the 
Collateral or any part thereof registered in the name of the 
Pledge Agent or in the name or names of the Pledge Agent's 
nominees, or (iii) to exchange, at any time and from time to 
time, the certificates delivered hereby for certificates for 
smaller or larger denominations for any purpose consistent 
with the Pledge Agent's performance under this Agreement. 


section 3. R^xesentttion8.,ind wirrantlti. each 

of Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) and 
Company represents and warrants, jointly and severally, to 
CCAH as follows: 

(i) Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) and Company are and will be the legal and 
equitable owner of the shares of stock of Interedec 
(Ltd.), Interedec (N.V.), Company and Bank, 
respectively, pledged hereunder and will not make any 
assignment, pledge, mortgage, hypothecation or transfer 
of any thereof or of any part thereof, except the pledge 
provided for herein, the Option or as consented to in 
writing by CCAH. 

(ii) All such shares are and will be duly 
authorized, validly issued, fully paid and 
nonassessable . 

(iii) Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) or Company (as the case may be) will own all such 
shares free and clear of all liens, security interests 
and encumbrances of any nature whatsoever ( " Liens 11 1 . 
except the pledge provided for herein, the Option and as 
consented to in writing by CCAH. 

(iv) Except for directors' qualifying shares. 
Company directly owns all of the shares of capital stock 
of Bank, which constitutes the entire outstanding stock 
of every class and kind of Bank, there being outstanding 
no options, warrants, subscription agreements, 
convertible instruments or other rights to acquire any 
shares of any class of said capital stock. 


♦ 
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(v) The execution, delivery end performance by Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company 
of this Pledge Agreement have been duly authorized and 
do not and will not (a) require any consent or approval 
(other than such consents and approvals that have been 
obtained and remain in full force and effect), (b) vio- 
late any provision of the organic documents of Interedec 
(Ltd.), Interedec (N.V.), Company or Bank, or any lav, 
rule, regulation, order, writ, judgment. Injunction, 
decree, determination or award presently in effect 
having applicability to Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) or Company, (c) result in a breach of 
or constitute a default under such organic documents or 
any indenture or loan or credit agreement or other 
material agreement, lease or instrument to which Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company 
is a party or by which he or it or his or its properties 
may be bound or affected, or (d) result in, or require, 
the creation or imposition of any Lien (other than the 
pledge provided for herein), upon or with respect to any 
of the property now owned or hereafter acquired by Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company. 
This p lodge Agreement is the legal, valid and binding 
obligation of each of Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) and Company, enforceable against each 
of them in accordance with the terms herein. 


SECTION 4. Further Assurances. (a) Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) and Company jointly and 
severally agree that from time to time, at their expense, 
they will promptly execute and deliver all further 
instruments and documents, and take all further action, that 
may be necessary, or that the Pledge Agent may reasonably 
request, in order to perfect and protect the assignment, 
pledge and -security Interest granted or purported to be 
granted hereby or to enable the Pledge Agent to exercise and 
enforce the rights and remedies provided hereunder with 
respect to any Collateral. Without limiting. the generality 
of the foregoing. Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) and Company jointly and severally wills (i) if any 
Collateral shall be evidenced by a promissory note or other 
instrument, deliver and pledge to the Pledge Agent hereunder 
such note or instrument duly endorsed and accompanied by 




duly executed Instruments of transfer or assignment, all In 
form and substance satisfactory to the Pledge Agent; 

(ii) execute and file such financing or continuation 
statements, or amendments thereto, and such other 
Instruments, endorsements or notices, as may be necessary, 
or as the Pledge Agent may reasonably request, in order to 
perfect and preserve the assignment, pledge and security 
interest granted or purported to be granted hereby; 

(ill) will defend the Collateral against any and all Liens 
howsoever arising (not Including the security Interest 
created by this Agreement), prior to or equal to the 
security interest created hereby; and (iv) if deemed 
necessary by the Pledge Agent to effect a sale of all or any 
portion of the shares pledged hereunder, register, at the 
expense of Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) 
and Company, such shares under the Securities Act of 1933 
and/or the applicable Blue Sky lavs of any state or other 
jurisdiction as may be requested by the Pledge Agent. 

(b) Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) and Company hereby authorise the Pledge Agent to file 
one or more financing or continuation statements, and 
amendments thereto, relative to all or any part of the 
Collateral without the signature of any of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company where 
permitted by law. Copies of any such statement or amendment 
thereto shall promptly be delivered to Dr. Pharaon, 

Interedec (Ltd.), Interedec (N.V) or Company, as the case 
may be, but failure to make such delivery shall not affect 
the validity thereof. 


SECTION 5. Exercise of Option. Etc^ Upon payment 
of the Exercise Price to the Pledge Agent, the Pledge Agent 
shall deliver to CCAH all certificates evidencing the shares 
of Company and Bank pledged hereunder duly endorsed in blank 
or with executed stock powers in blank annexed to each such 
certificate, and release from the Lien established herein 
the remainder of the Collateral. Such delivery of the 
shares of Company and Bank shall operate to divest all 
right, title. Interest, claim and demand, either at law or 
in equity, of any party to this Agreement (other than the 
distributee) in and to the shares of Company and Bank and 
shall be a perpetual bar both at lav and in equity against 



the parties to this Agreement end egeinst any person 
claiming or attempting to claim such shares of Company from, 
through, or under such party. The Exercise Price shall be 
applied as follows: 

(a) first to the payment of all costs and expenses 
of the Pledge Agent, including reasonable compensation 
to the Pledge Agent and its agents and counsel; 

(b) then to the satisfaction in full of any 
indebtedness (whether or not then due and owing) secured 
by any other pledge of the Collateral consented to by 
CCAH; and 

(c) any surplus remaining shall be paid to Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company 
or to whosoever may be lawfully entitled to receive the 
same. 


section 6 . Dividends * Payments, Etc. 

a. Rights -Absent an. Event ,s*L Default, Etc* (a) 
Unless and until an Event of Default has occurred and is 
continuing. Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) 
or Company shall have the right to exercise all voting, 
consensual and other powers of ownership pertaining to the 
shares pledged hereunder for all purposes not inconsistent 
with the terms of this Agreement or the Option Agreement, 
provided that such party agrees that it will (i) give the 
Pledge Agent at least ten (10) days' prior notice of the 
manner in and purpose for which it intends to exercise, or 
the reasons for refraining from exercising, any such power, 
(li) not vote such shares in any manner that is inconsistent 
with or would cause a default under the terms of this 
Agreement or the Option Agreement, and (lii) neither 
exercise, nor refrain from exercising, any such power if, in 
the judgment of the Pledge Agent, any such action or 
inaction would have a material adverse effect on the value 
of such shares or any part thereof. 
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(b) The* Pledge Agent shall execute and deliver to 
Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company 
(as the case may be) or cause to be executed and delivered 
to Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) or 
Company (as the case may be) all such proxies, powers of 
attorney, dividend or other orders, and all such 
instruments, without recourse, as Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V.) or Company may reasonably request 
for the purpose of enabling Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) or Company to exercise the rights and 
powers that he or it is entitled to exercise pursuant to the 
preceding provisions of this Section 6. A. 

B. Rights Upon Occurrence of Event of Default. 

£££' As a supplement to the rights under other provisions 
of this Agreement, if any Event of Default shall have 
occurred, then so long as the same shall continue, and 
whether or not CCAH exercises any right, or seeks or pursues 
any other relief or remedy, available to it under applicable 
lavs or the Option Agreement: 

(i) The Pledge Agent, or its nominee or nominees, 
shall forthwith, without further act by any party, have 
the sole and exclusive right to exercise all voting, 
consensual and other powers of ownership pertaining to 
the shares pledged hereunder and shall exercise such 
powers in such manner as the Pledge Agent, in its sole 
discretion, shall determine to be necessary, appropriate 
or advisable, and, if the Pledge Agent shall so request. 
Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) and 
Company agree to execute and deliver to the Pledge Agent 
such other and additional powers, authorizations, 
proxies, dividends and other orders, and such other 
documents, as the Pledge Agent may request to secure to 
the Pledge Agent the rights, powers and authorities 
intended to be conferred upon the Pledge Agent by this 
Section 6.B; and 

(ii) All dividends and other distributions on or 
constituting any of the Collateral shall' be paid 
directly to the Pledge Agent and retained by it as part 
of the Collateral, subject to the terms of this 
Agreement, and, if the Pledge Agent shall so request. 

Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) and 


_// 
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Company agree to execute and deliver to the Pledge Agent 
appropriate additional dividend, distribution and other 
orders and documents to that end, 

«. „ SECTION 7. Fledge Agent Appointed Atte rncv-in- 

f a ct - Each of Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) and Company hereby Irrevocably appoints the Pledge 
Agent as their attorney-in-fact (which appointment as 
attorney-in-fact shall be coupled with an interest), with 
full authority in the place and stead of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company (as the case 
may be) and in the name of Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) or Company (aa the case may be) or 
otherwise, from time to time in the Pledge Agent's 
discretion to take any action and to execute any instrument 
that the Pledge Agent may deem necessary or advisable to 
accomplish the purposes of this Agreement (the Pledge Agent 
not being obligated to do any of the foregoing). Including, 
to ask, demand, collect, sue for, recover, compound, receive 
and give acquittance and receipts for moneys due and to 
become due under or in connection with the Collateral, to 
receive, endorse, and collect any drafts or other 
instruments, documents and chattel paper in connection 
therewith, and to file any claims or take any action or 
institute any proceedings that the Pledge Agent may deem 
necessary or desirable for the collection thereof or to 
enforce compliance with the terms and conditions thereof. 


SECTION 8. Pledge A gent's Duties . The powers 
conferred on the Pledge Agent hereunder shall not impose any 
duty upon it to exercise any such powers. Except for the 
safe custody of any Collateral in its actual possession, the 
accounting for moneys actually received by it hereunder, and 
the delivery to CCAH in accordance with the terms of Section 
5 herein of the shares of Company and Bank pledged 
hereunder, the Pledge Agent shall have no duty as to any 
Collateral or as to the taking of any necessary steps to 
preserve any rights pertaining to any Collateral. 


SECTION 9. Rights and Remedies. (a) If any Event 
of Default shall have occurred and be continuing, all 
payments received by Dr. Pharaon, Interedec (Ltd.), 
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Interedec (N.V. ) or Company under or in connection with the 
Collateral shall be received in trust for the benefit of 
CCAH, shall be segregated from other funds of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company and shall be 
forthwith paid over to the Pledge Agent in the same form as 
so received (with any necessary indorsement or instrument of 
transfer) ; 

(b) If any Event of Default shall have occurred 
and be continuing, then, in addition to any other rights and 
remedies provided for herein or that may otherwise be 
available, the Pledge Agent may without any further demand, 
advertisement or notice (except as expressly provided for 
below in this subsection (b)), exercise all the rights and 
remedies of a secured party under the applicable Uniform 
Commercial Code (whether or not said Code applies to the 
affected Collateral), and in addition: (i) may apply the 

moneys, if any, then held by it as part of the Collateral, 
for the purposes and in the order provided in Section 10 
herein and (li) if there shall be no such moneys or the 
moneys so applied shall be insufficient to satisfy in full 
all Obligations, may sell the Collateral, or any part 
thereof, as hereinafter provided. The Collateral may be 
sold in one or more sales, at public or private sale, 
conducted by any officer or agent of, an auctioneer or 
attorney for, the Pledge Agent, at the Pledge Agent's place 
of business or elsewhere, for cash, upon credit or for other 
property, for immediate or future delivery, and at such 
price or prices and on such terms as the Pledge Agent shall, 
in its sole and absolute discretion, deem appropriate. The 
Pledge Agent or CCAH, subject, however, to receipt of any 
necessary regulatory approval, may be the purchaser of any 
or all of the Collateral so sold at a public sale and 
thereafter hold the same, absolutely, free from any right or 
claim of whatsoever kind and the obligations of Dr. Pharaon, 
Interedec (Ltd. ), Interedec (N.V.) or Company to such 
purchaser may be applied as a credit against the purchase 
price. The Pledge Agent may, in its sole discretion, at any 
such sale restrict the prospective bidders or purchasers as 
to their number, nature of business and investment 
intention, including a requirement that the prospective 
bidders or purchasers represent and agree, to the 
satisfaction of the Pledge Agent, that they are purchasing 
the Collateral for their own account, for investment, and 


M- 
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not with a view to the distribution or resale of any 
thereof. Upon any such sale the Pledge Agent shall have the 
right to deliver, assign and transfer to the purchaser 
thereof the Collateral so sold. Each purchaser (including 
CCAH) at any such sale shall hold the Collateral so sold, 
absolutely free from any claim or right of whatsoever kind, 
Including any equity or right of redemption, of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V. ) or Company, and Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company 
hereby specifically waive, to the full extent they may 
lawfully do so, all rights of redemption, stay or appraisal 
that they have or may have under any rule of lav or statute 
now existing or hereafter adopted. The Pledge Agent shall 
give Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) and 
Company at least ten (10) days' notice (which Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) and Company agree is 
reasonable notification within the meaning of f 9-504(3) of 
the Uniform Commercial Code) of any such public or private 
sale. Such notice, in case of public sale, shall state the 
time and place fixed for such sale. Any such public sale 
shall be held at such time or times within ordinary business 
hours as the Pledge Agent shall fix in the notice of such 
salt. At any such sale the Collateral may be sold in one 
lot as an entirety or in separate parcels. The Pledge Agent 
shall not be obligated to make any sale pursuant to any such 
notice. The Pledge Agent may, without notice or 
publication, adjourn any public or private sale or cause the 
same to be adjourned from time to time by announcement at 
the time and place fixed for such sale, and any such sale 
may be made at any time or place to which the same may be so 
adjourned without further notice or publication. In case of 
any sale of all or any part of the Collateral on credit or 
for future delivery, the Collateral so sold may be retained 
by the Pledge Agent until the full selling price is paid by 
the purchaser thereof, but the Pledge Agent shall not incur 
any liability in case of the failure of such purchaser to 
take up and pay for the Collateral so sold, and, in case of 
any such failure, such Collateral may again be sold pursuant 
to the provisions herein; 


(c) Instead of exercising the power of sale 
provided in Section 9(b) herein, the Pledge Agent may 
proceed by a suit or suits at law or in equity to foreclose 
the assignment, pledge and security interest under this 




Agreement end sell the Collateral or any portion thereof 
under a judgment or decree of a court or courts of competent 
jurisdiction; 

(d) The Pledge Agent as attorney-in-fact pursuant 
to Section 7 herein may. In the name and stead of Dr. 

Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company, 
make and execute all conveyances, assignments and transfers 
of the Collateral sold pursuant to Section 9(b) or 
Section 9(c) herein, and Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) and Company hereby ratify and confirm all 
that the Pledge Agent, as said attorney-in-fact, shall do by 
virtue hereof. Nevertheless, Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) and Company shall, if so requested by the 
Pledge Agent, ratify and confirm any sale or sales by 
executing and delivering to the Pledge Agent, or to such 
purchaser or purchasers, all such instruments as nay, in the 
judgment of the Pledge Agent, be advisable for the purpose; 

(e) The receipt of the Pledge Agent for the 
purchase money paid at any such sale made by it shall be a 
sufficient discharge therefor to any purchaser of the 
Collateral, or any portion thereof, sold as aforesaid; and 
no such purchaser (or the representatives or assigns of such 
purchaser), after paying such purchase money and receiving 
such receipt, shall be bound to see to the application of 
such purchase money or any part thereof or in any manner 
whatsoever be answerable for any loss, misapplication or 
nonapplication of any such purchase money, or any part 
thereof, or be bound to inquire as to the authorization, 
necessity, expediency or regularity of any such sale; and 

(f) The Pledge Agent shall incur no liability as a 
result of the manner of sale of the Collateral, or any part 
thereof, at any private sale conducted in a commercially 
reasonable- manner. Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) and Company hereby waive, to the full extent 
permitted by applicable law, any claims against the Pledge 
Agent arising by reason of the fact that the price at which 
the Collateral, or any part thereof, may have been sold at a 
private sale was lees than the price that might have been 
obtained at a public sale or was lees than the aggregate 
amount of the Obligations, even if the Pledge Agent accepts 
the first offer received that the Pledge Agent in good faith 



deems to be commercially reasonable under the circumstances 
and does not offer the Collateral to more than one offeree. 
To the extent permitted by law. Dr. Pheraon, Interedec 
(Ltd.), Interedec (N.V.) and Company shall have the burden 
of proving that any such sale of the Collateral was 
conducted in a commercially unreasonable manner. 


, _ , SECTION 10. Application of Praeeede. if an Event 
Default shall have occurred and be continuing, all 
proceeds of any sale or enforcement of the Pledge Agent's 
rights in respect of the Collateral, and all moneys then 
held by the Pledge Agent as Collateral, shall be applied as 
follows: 


(a) first to the payment of all costs and expenses 
of such sale or enforcement Including reasonable 
compensation to the Pledge Agent and its agents and counsel; 

(b) then to the payment in full of the 
Obligations , provided, however, that if at the time of such 
distribution the Obligations are not due, then the Pledge 
Agent shall hold all proceeds and moneys remaining after the 
payment of costs and expenses provided for by Section 10(a) 
herein until the Obligations are due and owing; 

(c) then to the satisfaction in full of any 
indebtedness secured by any other pledge of the Collateral 
consented to by CCAH, provided that, if such indebtedness is 
not then due, then the remaining proceeds shall be held by 
the Pledge Agent until such indebtedness shall become due 
and owing; and 

(d) any surplus remaining shall be paid to Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company or to 
whosoever, may be lawfully entitled to receive the same. 


section 11. Consent a ..by.Dr... Fharagn, Interedec 
1 Ltd . ) « Interedec . (N.V. ) md .Company • (a) Each of Dr. 

Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company 
hereby consents that, without notice to it: 
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(1) At any tin# or from tlmA to tlm* # th* time for 
performance of or compliance with any proviaion of the 
Option Agreement by Dr. Pharaon or Interedec (N.V.) may 
be extended or such performance or compliance may be 
waived by CCAH; 

(11) any of the acta permitted in the Option 
Agreement may be done; 

(ill) the Option Agreement may from time to time be 
amended by Dr. Pharaon and Interedec (N.V.) and CCAH for 
the purpose of adding any provisions thereto or changing 
in any manner the rights of CCAH or of Dr. Pharaon and 
Interedec (N.V.) thereunder; and 

(Iv) any collateral security (including the 
Collateral) for all or any part of the Obligations may 
be exchanged* surrendered or otherwise dealt with and 
CCAH's interest therein may be released and may or may 
not be perfected, all as CCAH in its sole discretion may 
determine; 

all without affecting the liability of Dr. Pharaon, 

Interedec (Ltd.), Interedec (N.V.) or Company hereunder. 

(b) Each of Interedec (Ltd.) and Company hereby 
consents to the jurisdiction of the courts to the full 
extent provided with respect to Dr. Pharaon and Interedec 
(N.V.) in Section 19 of the Option Agreement, hereby 
appoints the Process Agent referred to therein as its agent 
for the purposes contemplated by said Section, and otherwise 
makes the same agreements as Dr. Pharaon and Interedec 
(N.V.) under said Section. 


SECTION 12. Amendments. Etc . No amendment or 
waiver of any provision of this Pledge Agreement nor consent 
to any departure by Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) or Company herefrom shall in any event be effective 
unless the same shall be in writing and signed by the Pledge 
Agent, and then such waiver or consent shall be effective 
only in t be specific Instance and for the specified purpose 
for which given. 
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SECTION 13. Addftmi for Notice. All notices 
and other communications hereunder shall be given In 
accordance with Section 20 of the Option Agreement. Such .i 
notices shsll be sent to the following addresses. If to D rv 
Pharaon, Interedec (N.V. ) or to CCAH, to the respective 
addresses specified in Section 20 of the Option Agreement. 

If to the Pledge Agent, at: 320 Park Avenue^ New York, New 
York 10022, Attentl on ■H*"*y*' ; Cable: iccPw to . jf to 
Interedec (Ltd.), at 


Attention: - Cable: 

Company, at 2000 Riveredge Parkway, 

Atlanta, Georgia369££, Attention: Treasurer; Cable: 8599S8, 
Answer Back: NATL BKGA. 


(Ltd. 
If to 


SECTION 14. Continuing Assignment. Pledge and 
Security Interest . This Agreement shall create a continuing 
assignment, pledge and security interest in the Collateral 
and shall (i) remain in full force and effect for the 
benefit of CCAH until the earlier of exercise of the Option 
or satisfaction in full of the Obligations, (ii) be jointly 
and severally binding upon Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) and Company and their respective successors 
and assigns and (ill) inure, together with the rights and 
remedies of CCAH hereunder, to the benefit of CCAH and its 
successors, transferees and assigns. 

Upon the earlier of (1) payment of the Exercise 
Price to the Pledge Agent and delivery to CCAH in accordance 
with Section S hereof of the shares of Company and Bank 
pledged hereunder, or (ii) satisfaction in full of the 
Obligations, the assignment, pledge and security interest 
granted hereby to the Pledge Agent on behalf of CCAH shall 
terminate and the Pledge Agent will, at the expense of Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V. > or Company, 
deliver to Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) 
or Company such documents as Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V. ) or Company shall reasonably request to 
evidence such termination. 

SECTION 15. Governing Law: Terms. . This Agreement 
shall be governed by, and construed in accordance with, the 
law of the State of New York. Unless otherwise defined 
herein or in the Option Agreement, terms used in Article 9 
of the Uniform Commercial Code in the State of New York are 
used herein as therein defined. 
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SECTION 16. Headlnoi . Heading* used in this 
Agreement are for convenience of reference only and do not 
constitute part of this Agreement for any purpose . 


SECTION 17. Severability . The parties hereto 
agree, to the fullest extent that they may effectively do so 
under applicable lav, that in the event that one or more of 
the provisions hereof is held to be invalid, illegal or 
unenforceable in any respect in any jurisdiction, (a) the 
remaining provisions hereof shall not be affected or 
impaired and shall remain in full force and effect and shall 
be liberally construed in favor of CCAH in order to carry 
out the intention of the parties hereto as nearly as may be 
possible, and (b) such invalid, illegal or unenforceable 
provisions shall not be affected or impaired in any other 
jurisdiction. 


IN WITNESS WHEREOF, Dr. Pharaon, Interedec (Ltd.), 
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I Seal] 


NBC FINANCIAL CORPORATION 


Title: 


Accepted: 

Bank of Credit and Commerce International, S.A. 

J / 

/ tC (Seal) 

7 e^jcm/L 


Credit and Commerce 

American Holdings, N.V. 


8v. dltr **r.- 

Title: 


(Seal) 



PLEDGE AGREEMENT 
CERTIFICATE OF WITNESS 


The undersigned, , VALIfTl 1 Al4£j/£ , ~ 

, DOES HEREBY CERTIFY that on the 

R^^ day of December in the year 1986, Dr. Ghaith R. Pharaon, 
personally known to me to be the person whose name is 
subscribed^ to the attached Pledge Agreement, dated as of 
December Jg*T 1986, individually and as Managing Director of 
Interedec (Georgia) Ltd. and Interedec (Georgia) N.V., 
personally appeared before me and executed and delivered such 
instrument and acknowledged to me that, being informed of the 
contents thereof, he executed and delivered the same, 
voluntarily in his individual capacity and in his capacity as 
Managing Director of Interedec (Georgia) Ltd. and Interedec 
(Georgia) N.V., for the purposes therein stated. 

^ IN WITNESS WHEREOF, I have hereunto set my hand this 

/if day of December, 1986. 



DISTRICT OF COLUMBIA) ss: 

On this. II \ day of December in the year 1986, before 
me (Jaaa. r pn/jJr, . a Notary Public. in and for said District 

of Columbia / personally appeared Mht.m rJ/iLh , 

personally known to me (or proved to me on the basis of 
satisfactory evidence) to be the person whose name is 
subscribed to the above Certificate of Witness, who executed 
and delivered such certificate and affirmed to me under the 
penalty of perjury that the facts certified to therein were 
true and correct. 


IN WITNESS WHEREOF, I have hereunto set ^jy hand and 
affixed my official seal the day and year this IS — day of 
December, 1986. 


CIaul £ fashh. 

Notary Public 


[Notarial Seal] 

My commission expires: 
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DISTRICT OF COLUMBIA ) ss: 

On, this J, day of December in the year 1986, bafora 
me (Jaaa r fii/jh , a Notary Public in and for said District 
of Columbia, personally appeared William W* Batastini, 
personally known to me (or proved to me on the basis of 
satisfactory evidence) to be the person whose name is 
subscribed to the attached Fledge Agreement, dated as of 
December 18, 1988, as the Treasurer of NBG Financial 
Corporation, one of the companies that executed and delivered 
such instrument, and acknowledged to me that, being informed 
of the contents thereof, he executed and delivered. the same, 
voluntarily in his capacity as such, for the purposes therein 
stated, on behalf of NBG Financial Corporation as the free act 
and deed of such company. 


IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my official seal this //> day of December, 198S. 

CiOM. £ - &2bk 

Notary Public 


(Notarial Seal] 

My commission expires: 
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-CITY OF NEW YORK ) 

STATE OF NEW YORK ) it: 

S. -v On this day of December in the year 1986, before 
me ^ .ytu~*«A&gK.. a Notary Public inland for a aid Dl a trt eft^ 

wJ Vor'v. of Columbi a .personally appeared AlMccH and 

A. . iAecJ > i . peraonally known to me (or proved to me 

on the baaia of aatiafactory evidence) to be the persons vhoae 
namea are subacrlbed to the attached Pledge Agreement, dated 

aa of December 18, 1986, as «c-ar and 

n/v. of Bank of Credit and Commerce 

International, S.A., one of the companies that axecuted and 
delivered such instrument, and acknowledged to me that, being 
informed of the contents thereof, they executed and delivered 
the same, voluntarily in their capacity as such, for the 
purposes therein stated, on behalf of Bank of Credit and 
Commerce International, S.A. aa the free act and deed of such 
company. 


IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my official seal this LKH" day of December, 1986. 


[Notarial Seal] 

My commission expires: 
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DISTRICT OF COLUMBIA ) sst 

Cto this 7/^** day of December in the year 1986 , before 
me H/irn. rl Dulih . a Notary Public in and for said District 
of Columbia, personally appeared Robert A. Altman, personally 
known to me (or proved to me on the basis of satisfactory 
evidence) to be the person whose name is subscribed to the 
attached Pledge Agreement, dated as of December 18, 1986, as a 
Managing Director of Credit and Commerce American Holdings, 
N.V. , one of the companies that executed and delivered such 
instrument, and acknowledged to me that, being informed of the 
contents thereof, he executed and delivered the same, 
voluntarily in. his capacity as such, for the purposes therein 
stated, on behalf of Credit and Commerce American Holdings, 
N.V. as the free act and deed of such company. 


IN WITNESS WHEREOF, 1 have hereunto set my hand and 
affixed my official seal this /<f — ' day of December, 1986. 



[Notarial Seal) 

My commission expires > 
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11 August 1966 


Mr J 0 Leshsr, 
Telefax No. 659 0065 


Following are the answers to your questions. 

la) All the shares of NBG excluding the directors' qualifying 
shares are pledged; - 1,049,681 shares. 

b) - Bank of America. 

c) USS l2,05 fc ,000/«. Latest figures available from Mr Carlson. 

d) Indebtedness is owed by NBGFC to Bank of America • 

e) Loan and pledge documents are available. 

f) None. 

g) Borrowed funds coaprise subordinated debentures aggregating 
USS 2,795 ,00C/- bearing interest between 76 and 86 per annua 
as per .audited balance sheet for 1965. 

2a) 600 shares (1006) of the ccaaor. stock of NBGFC registered 

In the name of Interedec (Georgia) .N.V. 

b) Amount cf indebtedness secured by the above shares is under 
the general credit line of USS 80 Billion. 

c) Indebtedness owed by Dr. G. Pharaon, Pharaoh Holdings Ltd 

and associated companies to BCCI SA and BCCI (Overseas) Ltd. 

d) Pledge document already given to Mr. Robert Altaan. 

• ) None • 

f) rollowmg is the indebtedness of NBGFC: 

1) Borrowing from Bank of America USS12 ,05* ,000/* (secured by S'BC 
ii) Capital Note from BOA USS 10 .COO ,000/* {unsecured) 

USS22, 054,000/- 


111) Short term loan of USS 10 ,000 ,00C/- from Dr. G Pharaon 
repayable on 31 December 1986. 

3a) Yes. 

• b) To be obtained from Kr Jchn Vhitbeck. 
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c) Nil. 

d) None, 

t) Nil. 

Jtft) Yes. 

b) None. 

c) Nil. 

5e) Yes. 

b) Or. Pharaon acquired the shares of Interedee (Georgia) Limited 

froa Pharaoh Moldings United in 1984. 

e ) None • 

You may confirm the latest position on lc)« ig), 2f) and 4b) from 
Mr Carlson. 

Best regards. 
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NBC Financial Corporation requests a loan of U.S. dollars $12 million to be used to 
pay off a loan to Bank of America which is secured by approximately 
1,499,000 stares of NBC (Bank) common stock. This represents all the outstanding 
stock of NBC (less directors qualifying shares). Book value of this stock at July 31, 
1986 was approximately $97 million (U.S.). Book value of NBCFC at that same date 
was approximately $86 million (U.S.). 

As stated above NBCFC would use the proceeds of this borrowing to pay off the Bank 
of America debt and release the shares of NBC pledged there. These shares would 
be shipped to BCCI for safekeeping along with shares currently held of NBCFC This 
release would remove the main impediment to proceeding to closing the option/loan 
transations between CCAH/BCCl/and Dr. Pharaon. 

NBCFC would give BCCI an ageement not to pledge its NBC stock for the full term 
of the loan (which would run concurrent with the anticipated dates in the option 
agreement.) 


Immediately after the ocrion transaction is closed NBCFC will proceed with a 
private placement of ap r .oximately $20 million in debt (unsecured) and raise 
sufficient cash to pay off this borrowing. This should be accomplished by year-end 
1986 assuming the option is closed by end of September. 


NBCFC would propose that the debt be structured to mature on June 30, 1988. This 
would allow the negative pledge to be in legal force until the option is exercised by 
CCAH. NBCFC would however agree to the following repayment schedule (outside 
the note). 


- On or before Sept. 12 BCCI advances 


$ 12.000 million 


- Upon closing of the option/loan NBCFC reduces 

loan by (4.230) million 

- Upon refinancing (by year end) NBCFC reduces (7,650) -million 


- Upon exercise of option by CCAH (on or before 

June 30, 1988) (.100) million 

Balance $ - 0 - 

Again, by leaving $100,000 outstanding until the option is closed the negative pledge 
agreement would remain legally enforceable until the option is exercised by CCAH. 


NBCFC would propose that the rate on the loan be Libor ♦ 1% with interest billed 
quarterly on the outstanding. NBCFC would pay a fee of $525,000 for this loan. 
(This should cover the accrued interest on the $10 million loan BCCI advanced to Dr. 
Pharaon in February 1986, the proceeds of which were loaned to NBCFC by Dr. 
Pharaon. This loan is being converted to capital by NBCFC) 



Mr. Imran M.A. Imam 
CCAH/NBG 


We are advised that shares of the National Bank of 
Georgia ("NBG") are currently pledged as security to 
an unrelated party not part of the proposed transaction. 


a. How many NBG shares are pledged? 

b. To whom are these shares pledged? 

c. What amount of 'indebtedness do the shares secure? 

d. By whom (NBG or NBG Financial Corporation ("NBG 
Financial" )j and to whom is such indebtedness owed? 

e. What are the terms of the credit transaction and 
the pledge? Are copies of the documentation 
reflecting the underlying credit transaction as 
well as the pledge available for review? 

f. Are the NBG shares subject to any other liens, 
encumbrances, security interests or other rights 
or restrictions that could affect their transfer- 
ability? 

g. Identify all indebtedness of NBG other than deposit 
liabilities. 


We are advised that the shares of NBG Financial have 
been pledged to BCCI. 


a. How many shares are so pledged? 

b. What amount of indebtedness do these shares secure? 
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e. By whom and to whom is such indebtedness owed? 

d. What are the terms of the credit transaction and 
the pledge? Are copies of the documentation 
reflecting the underlying credit transaction as 
well as the pledge available? 

e. Are the shares of NBG Financial subject to any 
other liens, encumbrances, security interests or 
other rights or restrictions that could affect 
their transferability? 

f. Identify all indebtedness of NBG Financial. 


The shares of Interedec (Georgia) N.v. will be pledged 
under the proposed transaction. 


a. Does Interedec (Georgia) N.V. have 100 percent 
legal and beneficial ownership of all the 
outstanding shares of NBG Financial? 

b. How, when, and from whom did Interedec (Georgia) 
N.V. acquire the shares of NBG Financial? 

c. What was the consideration paid for such shares? 

d. Are the shares of NBG Financial subject to any 
other liens, security interests, encumbrances or 
other restrictions which would limit their 
transferability? 

e. Identify all indebtedness of Interedec (Georgia) 
N.V. 


The shares of Interedec (Georgia) Limited will be 
pledged under the proposed transaction. 


a. Does Interedec (Georgia) Limited have 100 percent 
legal and beneficial ownership of all the 
outstanding shares of Interedec (Georgia) N.V.? 

b. Are the shares of Interedec (Georgia) N.V. subject 
to any liens, security interests, encumbrances or 
other restrictions which would limit their 
transferability? 



c. Identify all indebtedness of Interedec (Georgia) 
Limited. 


Dr. Pharaon is to pledge his shares in interedec 
(Georgia) Limited under the proposed transaction. 


a. Does Dr. Pharaon have 100 percent legal and 
beneficial ownership of the shares of Interedec 
(Georgia) Limited? 

b. When, how and from whom did Dr. Pharaon acquire 
the shares of Interedec (Georgia) Limited? 

e. Are the shares of Intereded (Georgia) Limited 
subject to any liens, security interests, 
encumbrances or other restrictions which would 
limit their transferability? 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN OISTRICT OF VIRGINIA 
— - x 

OOKIS 1* SANDBERG* * 

Individually and on behalf of l 
other Minority stockholder*, i 

Plaintiff* 1 Civil Action 

v. i No. 88-0299-A 

VIRGINIA BANKSHARES* INC. et al.S 


10 Defendants, l 

11 - - x 

12 Washington* D.C. 

13 Thursday* Juno 23* 1988 


14 Deposition of ROBERT A. ALTMAN • a witness 

15 herein* called for examination by counsel tor the 
18 Plaintiff in the above-entitled action* pursuant to 

17 notice* the witness being ouly sworn by SUSAN A. HARRIS* 

18 a Notary Public in and for the Oistrict of Columbia* at 

19 the offices of Hogan £ Hartson* 555 13th Street* N.W.* 

20 Washington* D.C.* at 10S11 a.a.« and tne proceedings 

21 being taken down by Stenomask by SUSAN A. HARRIS and 

22 transcrlbeo under her direction. 


AlbCttOM REPORTING COMPANY, INC 
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1 company? 

2 A* Mlth reference to the 1986 transaction* me 


3 Knew that we Mould neeo something over S20U alllion to 

4 complete the transaction uith the National Bank of 
9 Georgia* 

• mo raised a portion of It In 196b* Me dio a 

7 second rights offering In 1967* Me were only required 
3 In 1986 to cone up mith* I believe It eas* approximately 
9 5100 million* ano those funds mould either have been 

10 retained and used in connection ulth subsequent payments 

11 for the National Bank of Georgia or* If there mere prior 
13 requirements for the funds* they mould be used for those 

13 other purposes* 

1 4 And me mould do o.ther rights offerings as 

13 further needs moulo arise* So there mas no particular 
10 aeglc to the $45 million remaining after the Initial 

17 rights offering in V B6* 

18 0 • I moulo again reiterate our request tor the 

19 documents that are responsive to request number four* 

20 if you believe that there is confidential or proprietary 

21 information In those documents unrelated to First 

22 American Bank of Virginia* me are certainly milling to 


ALDIWON RIPOSTING COMPANY. INC 



577 


mu bwr 
mu mwii clp 


»0»CWT A. ALTMAN 


l y%a**riAe' 


C 9/S t £cn*%*otceuX' $&**%4d4' 
y/xuA**^Zcnt. ^ tf 2O00S 



d«CP tint BttlM«*«UI 


February 13, 1986 


Mr. Agha Hasan Abedi 
Bank of Credit and Commerce 
International 
100 Leadenhall Street 
London, England EC3A 3 AD 

Dear Mr. "Abedi: 

In accordance with our conversation, I am enclos- 
ing the article from the Kail Street Journal which 
mentions Dr. Pharaon. 

I trust you are well. We look forward to seeing 
you in the near future. 

Warmest regards. 

Sincerely, 

Robert A. Altman 


Enclosure 
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. TBE WALL STREET JOURNAL TUESDAY. FEBRUARY 1L 1986 • 

y/ Ati-- 

Saudi Firm May Try to Reschedule 
Over $300 Million in Bank Credits 


By Pnn Tnunx 

Staff Reporter »/Tw w«u Intr Joubnm. 

LONDON— One of Saudi Arabia's Mr 
test companies. Saudi Research* Devel- 
opment Corp.. will meet here with its cred- 
itor banks later this week to discuss re- 
schedulinf its bank debts, estimated at be- 
tween S300 million and S350 million, a com- 
pajtv uld. 

The official, wbo didn't want his iden- 
tity disclosed, said several major U.S. and 
European banks are amont Redec’s credi- 
tors. He declined to name the banks, but 
the company's creditors are believed to In- 
clude Saudi American Bank, which is 40% 
owned by Citicorp, and Saudi Arabia's Na- 
tional Commercial Bank. 

In New York. Oncorp dec l ine d com- 
ment. 

A Saudi Arabian limited company based 
in the Bed Sea port of Jidda. Rebec is 
owned by the Pbaraon family, with the 
majority of its stock held by Cbaith R. 
' Phareon. Mr. Pbaraon. whose father. Ra- 
TEETSfc an adviser to Ssudi .Arabian 
King AbdiB-Azii. now lives in the U.S. lor 
much of the year and also owns National 
Bank of Georgia. 

Mr. Pbaraon was sailing oe his yacht 
off the Australian coast and mavallaMe 


for comment yesterday. A Redee official 
said other companies owned by Mr.-. 
Pbaraon aren't affected by the present -dlf- * 
Acuities at Redec. “No other entity (owned.* 
■by Mr. Phanot) Is la difficulty," bti 
said. ■> 

Bankers said Bedee’s difficulties are: 
the latest in a series pt problems affecting 
many Saudi Arabian companies. "Gener- . 
ally, the oil revenues In the Gulf have: 
dropped off, causing problems across the • 
region.’' said a Redee official. Bankers, 
said Redec has invested heavily In Saudi - 
Arabia, particularly in constr u ction and 
the cement industry. 

In 1K3. Redec was capitalised at the . 
current equivalent of 1374 million, hnd Its 
annual turnover was estimated at S.7S Ml* : 
lion. Its turnover has dropped to a fraction 
of that, bankers believe. In 1171 Redee en- 
tered Into a major Joint venture to Saudi 
Arabia with a subsidiary of the Parsons 
Carp.. Pasadena. CSUL. for the develop 
men t of tbe new Bed Sea Industrial town of - 
Yanbu. 

A Middle East loan officer a: a major 
UE. bank -said Redee's cement business 
has been especially troubled. The construc- 
tion boom in Saudi Arabia has faded: most 
roads, buildings and other tafrassueture 
have now been bum. 
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AFFIDAVIT 

R. LEE JENKINS, being duly sworn, deposes and states: 

1 . From approximately August 1985 until January 1990, 1 served as a 
member of the Board of Directors (“the Board**) for First American Bankshares, Inc. (“FAB*' 

or "the Bank**). I have also served on the Board of Directors for the National Bank of Commerce 
located in Memphis, Tennessee. 

2. By way of background . I hold a Juris Doctorate degree from Oklahoma 
University as well as a Master of Laws degree from New York University. After working for the 
U.S. District Court, Western District of Oklahoma two y ear s, practicing law for one year, and 
working for White Eagle International. Inc. for five years, I accepted a position with Plough Inc. , 
a pharmaceutical and toiletries company located in Memphis, Tennessee. Plough Inc. 
subsequently merged with Sobering Corporation and became known as Sobering Plough 
Corporation. I retired from Sobering Plough in December 1989 as an Executive Vice President, 
having completed almost twenty five years of service. 

3. It was through my position at Sobering Plough that I became acquainted 
with Mr. Clark Clifford and Mr. Robert Altman. Sobering Plough is a member of the 
Nonprescription Drug Manufacturers Association (formerly the Proprietary Association), a trade 
g roup whose legal representative for certain manors was the law firm of Clifford A Warnke. I met 
Mr. Clifford and Mr. Altman in connection with their r epre s e n tation of the Association. In 1985, 
at the request of Mr. Altman, I a g reed to serve as a member of the FAB Board. 

4. The FAB Board operated normally and properly to oversee the Bank. Its 
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principal purpose was to monitor the Bank and to ensure that management's direction was 
consistent with FAB's established policies and objectives. None of the Board's decisions were 
ever influenced by BCCI or its representatives. 

5. At no time while serving as a member of the Board did I p er c eive that BCCI 
or its re p re s entatives were attempting to control or influence the Board's decisions pertaining to 
FAB or its management. To my knowledge, I have had no contacts or communications with 
anyone associated with BCCI. At all times, the Board's decisions were predicated upon its own 
independent judgment and were determined to be in the best interests of FAB . 

6. During my tenure as a Board member, I never met anyone I knew to be 
a shareholder of the Bank. I am unaware of any p ress ur e asserted by the stockholders over the 
Bank. Moreover, I have seen no evidence to suggest that Mr. Clifford or Mr. Altman p re sc reened 
bank decisions or resolutions with the shareholders or anyone associated with BCCI. 

7. Throughout my tenure on the Board, I served on the Bank's Audit 
Committee and , for a time, chaired tint function. The Committee independently reviewed the 
Bank's quarterly audit rep o rts p re sen ted by the internal auditors. In addition, at each audit 
committee meeting, the outside directors (those not serving as salaried employees of the Bank) 
met separately with r epre se ntative from Arthur Anderson to discuss the soundness of FAB's 
internal business practices and policies. We always were assured by the accountants that the 
Bank's financial statements were sound and properly presented. 

8. With resp ect to the acquisition of the National Bank of Georgia ( M NBG M ). 
the Board was presented with the relevant financial data and was apprised of the status of the 
ongoing negotiations throughout the acquisition process. (The agreement to acquire NBG was 
ap proved by the Board of FAB's parent). One of the principal reasons for FAB's decision to 
acquire NBG was that NBG's central location in the southeast satisfied one of the Bank's long 
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term sntegic objectives of expending in the Southeast. 1. end 1 believe the other directors, 
concluded thet the purchase of NBC repre s ented e unique opportunity end was in the best «nr»r»«r« 
of FAB. BCCI had no influence on my conclusion, nor to my knowledge on any ocher director s 
conclusion, that the purchase of NBG was in the best interest of the Fine American organization 
To my knowledge BCCI did not, in any respect, cause Fine American to acquire NBG. 


9. I always have been impressed with the enthusiasm and dedication 
displayed by Mr. Clifford and Mr. Altman. They had a vision of greatness for the Bank, which 
they attempted to instill in both the managing directors and employees. Mr. Clifford and 
Mr. Altman helped to establish objectives for the Bank that provided for growth, safety, and 
long term stability. During my tenure on the Board , their actions were wholly consistent with 
these objectives. I have no reason to believe that Mr. Gifford and Mr. Altman were motivated 
by anything ocher than their desire to make FAB a success and am aware of no evidence and do not 
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RPTS BLAZEJEWSKX 
DCMX STEVEKS 

BCCI INVESTIGATION 

Wednesday, Septenber 11, 1991 

House of Representatives, 

Coaaittee on Banking, finance, 
and Urban Affairs, 

Washington, D.C. 

The coaaittee aet, pursuant to call, at 9:00 a. a., in Ro< 
2128, Rayburn House Office Building, Hon. Henry B. Gonzalez 
I chairaan of the coaaittee] presiding. 

Present: Representatives Gonzalez, Annunzio, Neal of 

Xozth Carolina, Hubbard, LaFaloa, Oakar , Van-bo, Barnard, 

Schuaer, Frank, Erdreich, Torres, Kleczka, Kanjorski, 

Kennedy, Hoagland, Neal of Massachusetts , Waters, LaRocco, 
Orton, Bacchus, Koran, Com, Weiss, Slattery, Ackeraan, 

Wylie, Leach. McCollua, Roukeaa, Bereuter, Ridge, Roth, 
McCandless, Stearns, Paxon, Duncan, Caapbell, Hancock, 

Riggs, Nussle, Araey, Thoaas , Johnson and Sanders. 
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HBA254000 PAGE 89 

RPTS BLAZEJEUSKI 
DCKK SISSON 

I said already, that sounds right. The bylaws of CCAH, 
that is the top holding company of First American* provided 
for that very arrangement. So in 1986, we had a very large 
stock offering of *150 million. It was not fully 
subscribed, so that gave me the chance to come in and 
acquire *9 million worth of the stock and Hr. Altman, half. 

I won't keep referring to him because he got half of what 
I did at the time. Ue bought it at the same price as the 
other shareholders . Ue bought it under the bylaws of the 
company. Ue got the consent of the other directors of CCAK 
just to be sure we got it in writing so it would be there in 
the record. So we acquired that first holding of stock. 

Now, in attempting to work out the details of it, again an 
area in which we were not too familiar, we turned first to a 
bank in France that we knew, the Banque Arabe et 
Internationale d * Investissement , called BAII. 

The reason we knew them was because they had made a loan 
of *50 million to the investor, that is CCAH, at the very 
beginning of the purchase of the stock. Ue have since paid 
it down now to where it is only *10 or *11 million. 

Hr. Altman had gotten to know Hr. Bradshaw of that bank ir 
working out all the details. Ue brought in our New York 
counsel, as we did from time to time, the Uachtell, Lipton 
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fira and said* see if you can work out an arrangeaent with 
Bill Bank in Paris . He would lika to borrow tha aonay to 
naka thasa stock purchasas that wa can aaka . 

Our Naw York counsal advisad us that undar tha 
circuastances • particularly at ay age, bacausa this was 1986 
and X was 80 than* and thay said* Hr. Clifford, lat's saa if 
wa can't aaka a loan with a nonracoursa nota. It doasn't 
aaka any sansa for you at your aga to antar into a situation 
whara you acquira rather substantial dabt and than it is 
left to your astata* your expectancy is vary problaaatical * 
and X undarstood that. 

So thay triad to work that all out with tha French paopla 
and thay had soae idaas that waran't appealing at all. Thay 
wanted a big payaent on their loan at tha vary beginning* 
which didn't appeal to us. 

When our Kaw York fira was unable to work out tha deal 
with Bill, X than spoke to Hr. Ibadi and said wa would like 
to borrow the aoney to pay for tha stock, you know* that Hr. 
Altaan and X are acquiring. 

And wa are acquiring it at book* and it seeas to ae that 
tha value is there* and X think you would be totally 
protected if you were to land us tha aonay based upon tha 
value of the stock. Ha says that would not bother aa at 
all* X have no qualas about it. X know tha stock* X know 
the nuaber in inquiries that X gat froa others* froa other 
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UNITED STATES DISTRICT COURT 
MIDDLE DISTRICT OF FLORIDA 
TAMPA DIVISION 


CASE NO.: 88-330-CX-T-13 


Tampa, Florida 
April 3 i 1990 
9:00 O'clock A.M. 


VOLUME XLV 

TRANSCRIPT OF TRIAL PROCEEDINGS 
BEFORE THE HONORABLE WM. TERRELL HODGES 
UNITED STATES DISTRICT JUDGE, and a jury 


Court Reporter: Carol J. Jacobs, RPR, CP 

Official Court Reporter 
Post Office Box 1568 
Tampa, Florida 33601 
(813) 223-3025 


Proceedings recorded by mechanical stenography?' 
computer-assisted transcription. 


UNITED STATES OF AMERICA, ) 

) 

Plaintiff, ) 

) 

vs. ) 

) 

AMJAD AWAN, ) 

SYED A. HUSSAIN, ) 

AKBAR A. BILGRAMI, ) 

SIBTE HASSAN, ) 

IAN HOWARD, and ) 

RUDOLF ARMBRECHT, ) 

) 

Defendants. ) 
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| Now, directing your attention, sir, to page 24 of 

j the transcript, starting at the top of that page, sir, the 
| first statement attributed to you, through approximately 

I 

one-third of the way down, the words attributed to you, M And 
not having full support,” what did you understand that passage 
between yourself and Mr. Bilgrami to mean, sir? 

A. I told Mr. Bilgrami that the reason I had come to the 
bank was because of the fact that Mr. Hussain had — beside 
stating that I had his support and the support of specifically 
others, Mr. Awan and Mr. Bilgrami, that I was also told that I 
had the support of the bank. That's what the interchange is 
about . 

Q. The support of the bank relative to what. Agent Mazur? 

A. Their support of my conducting these types of 
transactions, these transfers of funds that had come from the 
pickups through the bank. 

Q. Now, do you notice below that, sir, on that particular 
page, that there's a reference — or reference is made by Mr. 
Bilgrami to a credit policy of the board — of the bank? 

A. Yes, sir. 

Q. In the context of that particular passage, sir, on 
page 24, what did you understand Mr. Bilgrami to be telling 
you? 

A. That this bank, as others, had a policy that related to 
the lending of funds to customers. And that's what he's 
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Page 53 

I 

! talking about when he speaks of a credit policy. 

• Q. Now, at the top of — directing your attention to 

i 

I page 25, sir, starting at the top of that page, sir, through 
i approximately one-half of the way down that page, where there 
| is the word "Right" attributed to you — 

i 

A. Yes, sir. 

Q. — what did you understand Mr. Bilgrami to be telling you ’ 
at this passage in the conversation, sir? 

A. That with regard to the transactions I was conducting at 
the bank, that there was no support within the institution, 
that these types of transactions, when conducted through the 
bank, were evaluated on a case-by-case basis, and that if the 
bank and its board knew .the details of the transactions, they 
would probably disapprove it and would not want it to be done 
through the bank. 

Q. When Bilgrami says, "If you were to give too many details 
to superiors" — do you see that passage approximately 
one-third of the way down? 

A. Where it says, "If they were, they might say no"? I see, 
" S o» — no, no, above it. 

Q. Above it. 

That passage, as well the one that you just 
referenced, that "If they were, they might say no." 

When Bilgrami is telling you those things, Agent, 
what did you understand Bilgrami to mean when he made the 
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statement, "Too many details to superiors" and "they are not 
aware of anything with you in these transactions"? 

i 

j A. If they knew the true circumstances of the transaction, 

i 

the fact that it related to the pickups, the transfers of the 
funds to the clients, rather than what the transactions were 
being made to appear like from the structuring of them in the 
way that had been suggested by Mr. Hussain, Awan, and 
Bilgrami. 

Q. Now, immediately underneath that passage, sir, do you see 
the word "referred" approximately one-half of the way down the 
page? Bilgrami says, "But it has to be referred because your 
borrowing requirements are going now higher"? 

A. At the beginning of a sentence? 

Q. One-half of the way down the page, Bilgrami says to you, 
"Let me tell you frankly." Do you see that, sir? 

A. Yes, I do. 

Q. And within that sentence there is the word "referred"? 

A. Yes, sir. 

| 

Q. What he is telling you has to be referred, Agent Mazur? 

MR. LAZZARA: Excuse me, Judge, I object to what he 

was telling him. It is on the transcript. What his 
understanding was — 

THE COURT: Yes — well, again, that’s my 

understanding of the essence of counsel's questions in this 
line. 
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What was your understanding at the tine of what was 
I being conveyed by that statement, Agent Mazur, is the 
| question. 

THE WITNESS: That the relationship with me had to 

be taken to the board, referred, or brought by an officer, by 
the officers with whom I was dealing. 

BY MR. JACKOWSKI: 

Q. Why? 

A. Because of the fact that the way the transactions had 
been structured, the bank's credit policy required a review of 
the relationship by the board with the of f icers who were 
maintaining the relationship with me as their client. 

Q. Did the amount of the transactions that were being 
contemplated have anything to do with this referral, as 
Mr. Bilgrami conveyed it to you, Agent? 

A. Yes, sir. 

Q. What did it have to do with it? 

A. When the borrowing came to a limit of ten million dollars 
or higher, this triggered a necessity for that type of a 
referral. 

Q. All right. 

Now, directing your attention, sir, to page 26, 
approximately one-half or one-third of the way down that page, 
there is the words attributed to Mr. Bilgrami, "And they're 
different people." Do you have that passage, Agent? 
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A. Yes , sir. 

Q. From there, sir, through the words "Okay, essentially," 
approximately three-quarters of the way down that page, what 
did you understand Mr. Bilgrami to be telling you in that 
passage. Agent? 

A. That it was the bank's policy to shy away or to stay away 
from these types of transactions, because, as Mr. Bilgrami 
characterized them, that they were not clear. 

Based on his other discussions later, using that 
same term relative to the CTR and filing requirements, I 
understood that his — 

MR. LAZZARA: Excuse me. Judge. I object to him 

basing his understanding on something that happened after he 
had the conversation, because I don't think that's humanly 
possible. 

THE COURT: Yes, I'll sustain that objection. 

Put another question, Mr. Jackowski. 

BY MR. JACKOWSKI: 

Q. with reference — did you in fact have discussions with 
Mr. Bilgrami concerning CTRs in this very conversation? 

MR. DOHERTY: I would object to that as being 

leading, Your Honor. 

THE COURT: No, I'll overrule that objection. 

That's in the nature of a developing question under 611(c). 

BY MR. JACKOWSKI: 
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, 

V 

1 Q. Did you? 

2 | A. Yes, sir. 

3 Q. Did that happen somewhat later in this particular 

4 transcript? 

5 A. Yes, sir. 

6 Q. And was that in fact published to the jury? 

7 A. Yes, sir. 

8 Q. Did you hear those words when they were published to the 

9 jury? 

10 A. Yes. 

11 Q. Now, at this point in the conversation, I want to know 

12 what you understood Bilgrami to mean when he told you the 

13 transactions are not very clear. 

14 A. I took that to be his very cautious way of saying that 

15 they were illegal. 

16 Q. In what sense, sir? In what regard? Why? 

17 A. Because of the source of the funds. 

18 Q. Now, directing your attention, sir, to the bottom of this 

19 page, the last statement attributed to Mr. Bilgrami'. Do you 

20 see the words contained within that statement, "The board has 

21 a very clear policy against it"? 

22 A. Yes, sir. 

23 Q. Mr. Bilgrami is telling — as Bilgrami is telling you 

24 that, sir, what did you understand him to mean? 

25 A. Against conducting these transactions. 
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Q. Now, directing your attention to page 27, do you see that 
first statement at the top of that page attributed to 
Mr. Bilgrami? 

A. Yes, I do. 

Q. It starts out with the words "We feel"? 

A. Yes. 

Q. From there, sir, through the second statement attributed 
to Mr. Bilgrami that starts with the words, "They are done on 
a case-by-case basis." 

As Bilgrami was telling you that, sir, what did you 
understand him to mean? 

A. That these types of transactions were weighed for their 
potential liability. 

Q. Weighed by whom? 

A. Weighed by those who were involved in the transaction. 

Q. Now, directing your attention to approximately one-third 
of the way down this page, do you see the statement attributed 
to Bilgrami, "So, we are not interested in your clients"? 

A. Yes. 

Q. What did you understand Bilgrami to be conveying or 
telling you there, sir? 

A. That he didn't want details relative to the activities of 
the clients. 

Q. Had you heard this before from any other defendant in 
this room prior to that time? 
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make it an immediate request, but that they would qive me time 
•to — he used the term "dismantle, 11 but give me time to slowly 
withdraw from the bank. 

Q. Now, directing your attention, sir, to page 30 of the 
transcript, approximately one-half of the way down that page, 
do you see the "uh,huh M attributed to you, sir? 

A. Yes, sir. 

Q . Okay . 

Now, my question is immediately after that there's a 
statement attributed to Mr. Bilgrami; correct? 

A. Yes — that's the first time I say "uh,huh"? 

Q. Yes, sir. Approximately one-half of the way down that 
page. 

A. Okay. 

Q. My question to you is from there through the balance of 
page 30, sir, through approximately one-third of the way down 
page 31, where there is a statement attributed to you that 
starts out with an "uh,huh" but then goes on to say "Okay. 

Well, I appreciate the candor," my question to you there, 

Agent, is what did you understand Mr. Bilgrami to be telling 
you or conveying to you in that passage? 

A. Mr. Bilgrami was explaining to me that through him and 
through others, this relationship with me was being maintained 
despite the policy in the bank, but that if at a later time he 
or Mr. Awan decided that this wouldn't be advisable, that they 
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would give me, again, ample time to dismantle the relationship 
with the bank so I could handle the transactions in another 

i 

| way. 

j Q. When he tells you that "there's a clear-cut defined 

! 

policy of the bank, like all other banks, to keep a arm's 
length from these transactions," what did you understand him 
to be conveying to you, sir? 

A. That there clearly was a policy by the bank not to get 
involved in the type of transactions which were involved in 
illegal transactions. 

Q. Now, there's a lot of discussion in this transcript, sir, 
at various pages about "nests" and "eggs" and "baskets." 
Without directing your attention to all of those specific 
references, what did you understand Bilgrami to be conveying 
to you in those statements that he made to you about "nests," 
"eggs," and "baskets"? 

A. The "nest" would be the bank at which the moneys would be 
put. The "eggs" would be the funds that I had at my disposal 
from my clients. 

Q. Now, specifically directing your attention now, Agent, to 
page 34 of the transcript, do you see there's a statement 
attributed to Mr. Bilgrami approximately one-quarter of the 
way down that page that starts with the words, "And I think 
you"? 


25 


A. 


Yes. 






597 


Jt.. 


'ii'. 


**-as«r> n Jjartr£ 


f * mtm"* — 
J V C«HI» V * 


w* or pjcpif «* cantaoi fcw*i I im<m 

IK"b 5W- 


^wTOJcawaasi 1 


lift ULIK 

01259 071414 Hi 12 1 44 SfttTfCl WK4WC 


M1XHIM 
~ 000049 


• H(» I 


9*>1 


07012001 Oft 

u 23/06 cojnrfc 
CoroTT c conwcr onctxcm 
pieter ruli $ 

•• ADVICE •• 

UlUEnSTAD ClDACAO 
MET**.***. AHUUEfr - - - - 

FOBS! AICB1CIM BMC OF UEM XOtH *" 

BAfK OF CREDIT AM) COrrCRCE IN7‘l 
(OVERSEAS) l TO. 

P.0. BOX 1559 

GEOkoETOuN.ORAM) CAtflAH ISlAMJS 
AOVICT *TTHG0: HAH 
D1225 A23n016002 

SN B6i<*B C C.I. OVERSEAS HO AC#07C 12001 BnF-KIC .0) wT 

BBK.e.c.c.i overseas ltd. ac*o7o 12001 b^-::ic co) lt 

‘ 06I-0EPCS1T fOft 50 OAfS* 

>CbOK 

00*59 \ 056573 11:45:54 SfUftlnCl 5PA«f.»l 


CM 000 94 CP0 009390 1 

KtDZNCS wr 00103200 *“* 

I J. *(C KO £. 

J V • & V 

i*** 0416 
. 125835 

. t .. 

• J *1 1 Kw 

t . 

07012601 


129.000.000.00 

ffiSfc:: 


Uni: 


A 



598 



01MR 0*1*2* 13.SB.U 


•OQH 


0000*7 


• r % • 


AMt, Ofo*« ill Ml AM M4(r FO IIM 4M» OMI 

*•* U* «0* COMMIACUW C&< 

»M| MF I 

nf. ooos 


cao 


070, 

12 / 23 /M COMBlCI 
01 $45,000.000. U, 

Dec FROM FCKRAl % SERVE RAW 


w 


I M 3 . 000.000 

.-ooioiooo .. J •• aeon *• 

: a acc AO a •• ADVICE •• 

' v cn*si» v 


00 


FIRST UCS WASH 


125635 

/ ACC MG 


RAW op CREDIT AND COrtCRCE We 
(OVCRSTAS) LTO. 

F.J 60* 1354 
GCOfejCTOlA.GRAAO CAIMAN ISLANDS 07012001 

ADVICE METHOD. MAIL 

/‘CAfl-E AD. PAi BAW OP CREDIT A NO COl C WC f INTI 'OrtWlH i 
ADv P»* 8M* V CRtOlt A*0 COMMERCE iNTi OVERSEAS l 
TO ORA-w- CAiMAf. i C 070120C1 FFC : FIRST AMERICAN BAWSHAR 
ES. INC. aAShhInuTOn DC ATTN; S.n. AKBAR 


CO* - * 


15.-21 ; 


SMART FA 


SMART *0 


006066 


2 
• ¥* 

BA 

Jf 

** 


- . J. •». • A*.' a. • A*. 

•VVi» - * 


V 



599 
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23.12.S6 30 doyi 22.01.87 S.QQ % p . a , 081193,333.33 


For Intamotionol CfOdH and iHwowoit Company (Oitrtati) ltd. 

ff€t od » 

Authortaod t iyn ot ura 
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International Credit and Investment Company (Overseas) Ltd. 

m Ormtd C«*nmm 

P.O. BOX 2168* GEORGE TOWN, GRAND CAYMAN. CAYMAN ISLANDS, B.WJ. 


Cradle and Commerce American 
Holdings NV 


Date 


Our Ref. No 


WE CONFIRM HAVING RECEIVED/ttMfiWKO THE FOLLOWING DEPOSIT: 


23rd December, 1986 
20303 


NS 005219 



US Dollars Twenty Nina Million ONLY ) 

Amount 

US$29,000,000.00 



) 


Value 

23.12.86 

Period 
30 days 

Maturity 

22.01.87 

dau 

8.00 

%PJL 

Interest payable on maturity 
US$193,333.33 




I 1 



For International Credit and Investment Company (Oversees) Ltd 


Authorized Signature 



« r 

Authorized Signature 
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December 29, 1986 


Mr. Aljaz M. Afridi 
Executive Vice President 
First American Bank of New York 
350 Park Avenue 
New York, New York 10022 


RECEIVED 

JAN 1 5 1987 

FIRST AMERICAN BANE 

INISBHAT10NJU. DIVISION 


Re: Account of Credit and Commerce American 

Holdings, N.V. (#11-29-5001) 

Dear Mr. Afridi: 


This is to confirm our verbal instructions of December 
23, 1986 that the following wire transfers be made from the 
above-referenced account: 


(1) U.S. $45,000,000 to the First American Bank, 

N.A. (Washington) for account no. 600600600 
of Credit and Commerce American Holdings, 

N.V. 

(2) U.S. $29,000,000 to Bank of Credit and 
Commerce International (Overseas) Limited, 

Grand Cayman, to be held by ICIC (Overseas) 

Ltd. for the account of Credit and Commerce 
American Holdings, N.V. 

We appreciate your attention to these transfers. Kindly 
send written confirmation. 


Sincerely, 

Robert A. Altman 

Managing Director and Secretary 
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January 14 , 1987 


Ur. S. U. Akbar 

G*unl lbui«r .. , 

Bank of Credit k Commute* International 
(Ortritu) Limited 
P. 0. Box 1390 
Georgetown, Grand Caynan 

Sear Ur. Akbar: 

Attached are the account opening fora*. duly completed 
By Tttot Aaerlean Baaknbaree, Xne. lor your record*. 

For future transaction* etc. , 

with Vincent Scoffone. S.V.P. k Treanurer in our Bolding 
Co. 


Vltb regard*. 
Tours aineoroly. 



AA:qf 

ee: A. 


Vincent Seoffone 



3 
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3094355 " 

FR ftvBKS 5 -! WSHA 

8105193 EST 1037 JAN'/£: /1367 

4355 I Cl CSC C^SB 9 
TO ; TtAnAGER 

:c:c 

REi 38 DAY CERTIFICATE 0- DEOOSI~ <TA-URI\S gg J2\. :.**?> 

CREDIT p\'D C0™ERCE AMERICAN’ HOLDINGS, *N. V. (Cl- - ’. 

CCftr PRESENTLY A 38 DAY ICIC CERTIFICATE 0“ DE 3 DSIT Cw. S. DLR. 

£5 ,888.808) DUE TO -YATJRE ££ JANUARY :9S7. 

“-IS IS *0 AUTHORIZE AND INSTRUCT THAT, U30.N MATURITY, “V 
I NS DIS-C5ITXCN C r FUNDS BE ^ AD.- BV ulRe 
JANUARY 19871 

. <i> U.S. DLR. £7,993,988.59 "0 CREDIT P\D FIna\C 
CCR3C*RA“:d\ ^D. , BRAND CAYtCv. l-nDER RE“r RE nCE "SKA/CCA- 
RE^AY^EvT D r A LCA\ T0 'JCAH; AND 

(3) ~-E BALANCE OF THE FUNDS RETAINING CNCLUCZ* 

C\ t-t ID “I "IRi* r AMERICA' BAv< Q r NEW YGR* / r 0R T» -£ :.*.R£ 

( ACC”. \D. :: £9 588:) ^A“\{ -p-ir ZA-AR). 

KI\D-* - ,r jVlDc w;T”I\ CD \ t 7 s v at I C '• Bv RETURN ^E-EX. 

SIMERS-Y. 


: wPr : 



52-727 O - 92 - 70 


III > III r If: ft 
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International Credit and Investment Company (Overseas) Ltd. * 

mt im Cm* & » •» 

P.a BOX 2161 . ICIC HOUSE. NORTH CHURCH STREET GRAND CAYMAN. CAYMAN ISLANDS. RW.I. 


21st January, 1987 


Hr. Aljas Afrldl 

Executive Vice President 

1st American Bank of New York 

350 Park Avenue 

New York, N.Y. 10022-6094 

USA 



Deer Mr. Afrldl: 


As you say recall, an anount of US$ 29,000,000.00 was placed with us 
December, 1986. 

I enclose an account opening fom and an indemnity for* which I shall be 
grateful If you would kindly collate and return to we as per your 
convenience . 

Regards , 

A. B. D0SSANI 
MANAGER 


AHD/dsc 

Ends. 


RE'- 


;*-ED 

' "37 


‘ “> c ? r.l- 
UilEi:!*."— 


Zj\ *• • I**'” . 

nrsn-.c 


- Telephone: (809-94) 98233 • Telex: 4335 IQCGC CP. 
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I | International Credit and Investment Company (Overseas) Ltd. 

Co- 

RO. BOX 2161, ICIC HOUSE, NORTH CHURCH STREET GRAND CAYMAN. CAYMAN ISLANDS. RW I 


23rd Jtouiry, 1987 


Mr* A* Vincent Scoff one 

Senior Vice President end Treesurer 

First Anerlcen Beak Building 

15th end I Street North Vest 

Washington DC 20003 

USA 

Deer Mr. Scoff one: 

Inference our coovorsetion of 22nd Jenuery, 1986, 1 es p loosed to 
confine eceeptence of e pleceaent of USB 45,000,000.00 free 
23rd Jenuery, 19B6 to 23rd Kerch 1986 C 6 3/BX. 

Interest due upon Meturlty trill bo USB 678,123.00. 

Further, Z enclose en Account Opening Fora end en Indemnity Fora 
which Z shell be greteful If you would kindly hewe signed end 
returned to se. 

With Begerds, 

Yours sincerely. 


A. I. DOSSAKZ 

N ^MACTt 


AHD/dsc 


Enclosure 
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February 2, 1987 


The Manager 

International Credit and Investment 
Company (Overseas) Ltd. 

P.O. Box 2168 
Grand Cayneui 
Cayman Islands, B.W.I. 

Re: Account No. 20303 

Dear Sir: 

This is a letter of instructions authorizing you to accept our instructions by 
telephone and act in accordance with the same. 

Vie agree not to hold you responsible for any loss incurred by any delay in 
carrying out our telephone instructions. Further we agree to indemnify you for 
any loss incurred due to your carrying out our verbal instructions. 

This authority will be valid until revoked in writing by us and written 
canfinration of receipt of revocation is received by us. 

The persons whose instructions you are enpowered to aocept are: 

1. A. Vincent Scoff one, Senior Vice President and Treasurer 

2. Jack W. Beddow, Executive Vice President and Secretary 

Sincerely, 


A. Vincent Scoff one 

Senior Vice President and Treasurer 


AVS/mei 


Jack W. Beddow 

Executive Vice President and Secretary 


52 - 7^7 



flsT7?WERICAN 

• +*.•**§• Kw 7 «f« .;•* 


February 19, 1987 


Mr. J. Lesber 

Clifford and Warnke 

815 Connecticut Avenue, N.W. 

Suite 1200 

Washington, D.C. 20006 
Dear Mr . Lesher : 

I am enclosing forms received from Mr. A.H. Dossanl from 
the International Credit and Investment Company (Overseas) 
Ltd. which may be returned to them after being duly 
completed. 

Do let me know if you require any clarification. 

With best regards, I am. 


Sincerely yours. 



Mansoor Shafl 
Vice President 


MS:cc 


. 290 Nn • NHWi.N.t lOeSS-tOt* 
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,# ni, 


March 16, 1987 


Ur. J. Griffin Lesher 
Clifford L farnke 
Attorneys and Counsellors at Lav 
815 Connecticut Avenue 
Washington, D.C. 20006 

Dear Mr. Leaher: 

As per our telephone conversation of today and in response 
to your inquiry, enclosed please find original advlee of 
your USD29 Billion deposit vlth International Credit and 
Investaent Coapanv (Overseas) Ltd., Cayaan Island as of 
Deceoher 23, 1986. 

Pleased to be of any assistance to you. 



Enel. 




16.3.57 

GCM/AHD 


CC R03ERT ADLTMAN 
MANAGING DIRECTOR 
AND SECRETARY 

MARY 3ARENDSE 
ERNST AND WHINNEY 
NEDERLAND 


Rts CREDIT AND COMMERCE AMERICAN 
HOLDINGS N.V. (CCAH). 


IN CONNECTION »ITH YOUR AUDIT OF CCAH AT THE REQUEST Or DJR 
CLIENTS, >t CONFIRM THAT TnE FOLLOmING PLACEMENT *AS MADE *lTn 
#S VIA FIRST AMERICAN BANK OF NEm YORK FOR AND ON BEHALF AND 
FOn THE BENEFIT OF CCAH. 


DATE AMOUNT 

23 DEC 1936 USC-29 , OOO, OOO. 00 

REGARDS. 


MATURITY 
22 JAN 1®37 


INTEREST 


6 PCT 


A.H. DOSSANI 
MANAGER 

1C 1C (OVERSEAS) LTD 
GRAND CAYMAN. 


&»8556 CLEY UR 
*355 ICICGC CPEEO 
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International Credit and Investment Company (Overseas) Ltd. 

/ »r— yxifrf m Ow rf Ciyw 

P.O. BOX 2I68> ICIC HOUSE. NORTH CHURCH STREET. GRAND CAYMAN. CAYMAN ISLANDS. &W.I. 


26ch March 1987 


Mr. A. Vincent Scoff one, 

Senior Vice President & Treasurer, 
First American Bankshares, Inc, 
First American Bank Building, 

15th & H Streets, N.W., 

Washington O.C. 20005, 

U.S.A. 


Dear Mr. Scoff one. 






C 


1 refer to my letter of 23rd January 1987^end our conversation of today. 

/ 

The placement of US$45,000,000 was -accepted from 23rd January 1987 to 
23rd March 1987 at 6 3/8%. Interest due on 23rd March for 59 days should 
be US$470,156.25 and not US$478,125.00. 



The Principal plus interest totalling US$45, 470, 156.25 has been rolled 
over from 23rd March 1987 to 22nd May 1987 for 60 days at 6 5/8%. 


Interest due upon maturity will be US$502,066.31. 


I apologise for the error and regret any inconvenience caused. 
With regards 


Yours sincerely, 



Manager 


*' AHD/srs 


Telepnonc. i809«94) 9535 1 Direct Dial 


Telex: 4355 ICICGCC.P 
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Talex to ICIC (Overseas) Ltd. , Grand Cayron, 309-4355 
TO: MR. A.H. DOSSANI 

INTERNATIONAL CREDIT AND COMMERCE INVESTMENT [OVERSEAS] LTD. 
GRAND CAYMAN, CAYMAN ISLANDS 

FROM: A. VINCENT SCOFFONE, SENIOR VICE PRESIDENT AND TREASURER 

FIRST AMERICAN BANKSHARES, INC. 

SUBJECT: USDIES 45,972,222.56 CD DUE MAY 22, 1987 

DATE: MAY 18, 1987 


IN ACCORDANCE WITH OUR TELEPHONE CONVERSATION OF MAY 18, 1987, THIS TELEX 
CONST I T U TE S YOUR WRITTEN AUTHORIZATION TO TRANSFER THE FULL AMOUNT OF PRINCIPAL 
AND INTEREST OF FIRST AMERICAN BANKSHARES, INC. CERTI FI CATE OF DEPOSIT IN THE 
AMOUNT OF USDLRS 45,972,222.56 WHICH WILL MATURE ON MAY 22, 1987 TO FIRST 
AMERICAN BANKSHARES, INC. ACCOUNT NO. 3-033-414 AT FIRST AMERICAN BANK, N.A., 
WASHINGTON, D.C. 

SHOULD YOU HAVE ANY QUESTIONS PLEASE FEEL TO CONTACT ME AT 202-383-1422. 
REGARDS, 

A. VINCENT SOOFPONE 

SENIOR VICE PRESIDENT AND TREASURER 



614 


May 22, 1987 


Debbie C. Mitman 

Wire Transfer Department 

First American Bank, N.A. 

740 Fifteenth Street, N.W. 

Washington, D.C. 20005 

Dear Ms. Mitman: 

This letter constitutes First American Bank's written authorization to charge, 
as of the above date, First American Bankshares, Inc. demand deposit account 
No. 3-4)33-414 for $13,972,222.56 and ismediately wire transfer the same 
$13,972,222.56 as follows: 

Security Pacific International Bank 
New York, New York 
for the credit of 

Bank of Credit and C amer ce International [Overseas] Limited 

Grand Cayman 
Account No. 070-12001 

for International Credit and In v e s tment Company 
for the benefit of 
First American Bankshares, Inc. 

Washington, D.C. 

Account No. 20303 

Should you have any questions or need any further information, please feel free 
to contact me at 383-1422. 


Sincerely, 


A. Vincent Scoff one 

Senior Vice President and Treasurer 


AVS/mei 
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lalax co XCTC (Ovaraaaa) Ltd., Crand Cayman, 309-4355 
TO: KR. A.H. DOSSANI 

INTERNATIONAL CREDIT AND COMMERCE INVESTMENT [OVERSEAS] LTD. 
GRAND CAYMAN, CAYMAN ISLANDS 

FROM: A. VINCENT SCOFFONE, SENIOR VICE PRESIDENT AND TREASURER 

FIRST AMERICAN BANKSHARES, INC. 

SUBJECT: USDLRS 45,972,222.56 CD DUE MAY 22, 1987 

DATE: MAY 22, 1987 


IT IS MY UNDERSTANDING THAT THE INSTRUCTIONS CONTAINED IN MY TELEX TO YOU DATED 
MAY 19, 1987 HAVE ALREADY BEEN EXECUTED. 

PLEASE BE ADVISED THAT FIRST AMERICAN BANKSHARES, INC. ON MAY 22, 1987 WILL 
WIRE TRANSFER USDLRS 13,972,222.56 WITH THE FOLLOWING INSTRUCTIONS: 

SECURITY PACIFIC INTERNATIONAL BANK, NEW YORK, NEW YORK FOR THE CREDIT OF BANK 
OF CREDIT AND COMMERCE INTERNATIONAL [OVERSEAS] LIMITED, GRAND CAYMAN ACCOUNT 
NO. 070-12001 FOR INTERNATIONAL CREDIT AND INVESTMENT COMPANY FOR THE BENEFIT 
OF FIRST AMERICAN BANKSHARES, INC., WASHINGTON, D.C. ACCOUNT NO. 20303. 

THE BALANCE OF USDLRS 13,972,222.56 SHOULD BE REINVESTED FOR AN ADDITIONAL 60 
DAYS. IT IS MY UNDERSTANDING THAT THE RATE WILL BE 7 PERCENT AND THAT THE 
CERTIFICATE WILL MATURE ON JULY 21, 1987. 

PLEASE CONFIRM THE REINVESTMENT OF THE FUNDS IN WRITING AT YOUR EARLIEST 
CONVENIENCE. 

SHOULD YOU HAVE ANY QUESTIONS PLEASE FEEL FREE TO CONTACT ME AT 202-383-1422. 
REGARDS, 

A. VINCENT SCOFFONE 

SENIOR VICE PRESIDENT AND TREASURER 
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International Credit and Investment Company (Overseas) Ltd. 

kmp w dm Grmd C mmm 

P.0. BOX 2168. 1C1C HOUSE. NORTH CHURCH STREET. GRAND CAYMAN. CAYMAN ISLANDS. BW.l. 


25th May, 1987 


Mr. A. Vincent Scoff one 

Senior Vice President and Treasurer 

First American Bankshares, Inc. 

15th & H Street North West 
Washington, DC 20005 
USA 

Dear Mr.Scoffone: 

Our A/C No. 20303-20 

Thank you for your telex dated 22nd May, 1987. 

We are pleased to confirm acceptance of a placement of US$ 13,972,222.56 
from 22nd May, 1987 to 21st July,, 1987 at 7Z per annum. 

Interest due upon maturity will be US$163 ,009. 26. 

With regards. 

Yours sincerely, 


A. H. D0SSANI 
MANAGER 


J. j.'hemani 
AUTHORISED SIGNATORY 


*AHD/ JJH/ dsc 


Telephone: (809-94 ) 98233 Direct Dial 


Telex: 4355 ICICGC C.P. 


Facsimile: (809-94) 97267 
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Telex to ICXC (Overseas) Ltd., Grand Cayman, 309-4355 - 

TO: MR. A.H. COSSANI __ 

INTERNATIONAL CREDIT AND COMMERCE INVESTMENT (OVERSEAS] LTD. 
GRAM) CAYMAN, CAYMAN ISLANDS 

FRCM: A. VINCENT S COF F C NE, SENIOR VICE PRESIDENT AND TREASURER 

FIRST AMERICAN BANKSHARES, INC. 

SUBJECT: USEUtS 13,972,222.56 CD DUE JULY 21, 1987 

DATE: JULY 15, 1987 


THIS TELEX CC N ST I T U IE S YOUR WRITTEN AUTHORIZATION TO TRANSFER THE FUU, AMOUNT 
OF PRINCIPAL AND INTEREST TOEALIN3 USOLRS 14,135,231.82 OF FIRST AMERICAN 
BANKSHARES, INC. CERTIFICATE OF DEPOSIT WHICH WILL MATURE ON JULY 21, 1987 TO 
FIRST AMERICAN BANKSKARES, INC. ACCOUNT NO. 3-033-414 AT FIRST AMERICAN BANK, 
N.A., WASHINGTON, D.C. 

SHOULD YOU HAVE ANY QUESTIONS PLEASE FEEL TO CONTACT ME AT 202-383-1422. 
REGARDS, 

A. VINCENT SCOFFCNE 

SENIOR VICE PRESIDENT AM) TREASURER 
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FIRST AMERICAN BANKSHARES. INC 


uttifcrt 


October 10, 1900 


PMVTXZSTO t eOHTTPgWTTtt 


Mohammad Mahmoud Bean oud 
P.o. Box (311/11 
T.v. Canal 7 
Beirut, Lebanon 


Deer Mr. Baaaouds 

In recent aonths, there haa been Increased Barker and • 
acquisition activity eacnq larqe regional banka in the- 
Southeast region of the united- States. Tbs narkats served by 
First American Banksharea* network of banks are within this 
iaportant geographical area. Such interest has generally 
resulted frea the view new- held by aany banking institutions 
tbat they must be g o n e larger in sisa and scope to oospats 
successfully in b a n ki ng la the years. 

In this regard, we have been approached by tbs aanageaent 
of a large banking organisation called Barnett Banks, Xae. to 
discuss their interest in a possible aarger or requisition 
arrangement with First American. Barnett is a 937 billion, 
publicly held ba n ki n g institution headquartered in Florida and 
is the largest bank bolding irospany in that state, we have 
reason to bellows that there nay be ether, largo regional 
banks interested in a similar combination with First Aaariean. 

In order 'to seat our fiduciary obligations to each of the 
shareholders of Credit and Coaaarcs Aaariean Holdings, B.V. 
(CCAB) and to protect and presets this iaportant lavastaant 
in First Aaorlcan, wo have undertaken a serious study and 
evaluation of tha Better, we have retained the services of 
Goldman, Sacha a Co., perhaps the finest investaant ba nking 
f irm in the United States specialising in bank acquisitions 
and aergers. ' Goldman, Sachs has bean asked to evaluate the 
.express interest of Barnett Banks as well as other possible 
candidates. To infora you of the efforts by Goldman, Sachs, 
we enclose a copy of their letter to us sotting forth thalr 
preliminary assessment of the company and their proposed 
prograa. 


ISthndHSrauNW WwUaaee. DC 300QS (28)30-1400 
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Tbs desirability of affecting a combination vith the 
right banking institution nay anarga frea this analysis. A 
aala or merger could provide the CCAH shareholder* vith 
control of a powerful , larger entity, while affording a public 
market for your shares and the availability of significant 
cash dividends on a regular basis. Moreover, it would be 
anticipated that after sueh a transaction, there would be no 
continuing, need for future capital calls on our shareholders. 
And, as shareholders of the resulting institution, you night 
enjoy even greater capital appreciation of your inveataent as 
part of a larger cospeny. 

Any coabination vith a substantial, publiely traded 
banking institution would require the prior approval of the 
Federal Reserve Board and other bank regulatory authorities, 

Xn addition, certain disclosure obligations to ether D.S. 
authorities. Ineluding the Securities and Exchange Connies ion, 
nay be required. 

we wish to aaphasixe that no cosaltnants whatsoever have 
been made to any other banking institution. Nor does manager* . 
aent's exploration of this issue inply that there would be any 
such eonnitnants without the prior approval of the CCAH share- 
holders. in the event that an opportunity does present Itself 
and is judged by management to be advisable to consider? we . 
would fully explain the deal to you and seek your prior 
consent. 

we believe that examination of this important natter 
warrants very careful attention. We are mindful of our 
responsibilities to each shareholder, and will appreciate 
hearing any questions, suggestions or objections you may 

have. w« will, or sauna, k ee p you advised of important 
developments, including the advice and ra ce— en dations we 
receive frea Goldman, Sachs. 


Cordially yours, 

QfioJUX*' » 

Clark M. Clifford iD 


Enelei 
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i Y/amAe 

s/\<*r% t*t 

Y/Au(sy*n. & £ 20006 


March 9 , 1990 


PRIVILEGED a COMF1 DEVTTAL. 


Mohammad Mahmoud Kammoud 
P.O. Box 6311/11 
T.V. Canal 7 
Beirut, Lebanon 

Daar Mr. Hanaoud: 

wa hava baan asked by tha staff of tha Board of Govamors 
of tha Fadaral Rasarva Systan to provida infornation about 
loans froa tha Bank of Cradit and Coanarca Zntamatlonal , S.A. 
('BCCZ') to tha invastors in First American Bankshares, Znc. 
('First American*) . Tha Board had inquirad about represents- 
tions aada by tha initial invastors who acquirad First Aaarican 
(foraarly Financial Ganaral Banksharas, Znc.) through Cradit 
and Coaaarca Aaarican Holdings, H.V. (*CCAH*) in 1912 • At 
that tiaa, tha Board vas advisad that tha acquisition of tha 
Coapany would ba primarily from parsonal funds of tha 
invastors, and would not ba financad by BCCZ. 

BCCZ has racantly vrittan a lattar confining tha accuracy 
of thasa raprasanta tions to tha Board. 

Tha Board's staff has also raquastad currant infornation 
on loans axtandad to First Anarican invastors by BCCZ, if any, 
including stock pladgad to sacura any such borrowings. Tha 
Board has infonad us that it is not intarastad in infornation 
about loans nada by BCCZ, if any, to your various businass 
intarasts unralatad to First Anarican. 

Wa ara awara that your financial infornation is of a 
confidantial natura, and, further, that tha spacific informa- 
tion raquastad by the Board nay ba difficult to conpila 
expaditiously without tha assistance of bank, personnel. It is 
important, however, that we respond fully and accurately to 
the Federal Reserve Board staff's request. We will undertake 
to ensure that any information provided is accorded confidan- 
tial treatment by the Board. 
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If you have no personal loans from BCCI relating to first 
American, would you plaaso writs us a short letter to that 
•ffsct. Alternatively, if you do hava such borrowings, wa ara 
asking that you author ize BCCI to provida us with tha raquastad 
information so that wa may appropriately respond to tha Board's 
staff. Of course, if you hava tha information readily avail- 
able, wa would appreciate it if you could forward it to us at 
your earliest convenience. 

Thank you for your assistance. If you have any questions, 
please give me .a call. 



Robert A. Altman 
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Senator Kerry Dear Colleague Letter 
January 23, 1990 


In a Dear Colleague letter dated January 23 , 1990 , 
Senator John Kerry (D. Mass.) proposed banking legislation to 
revoke the license of a bank convicted of money laundering 
offenses. The letter makes reference to legal proceedings 
involving the Bank of Credit and Commerce International 
("BCCI") and contains a number of serious factual and legal 
e " ors - In that case, BCCI was charged with money laundering 
offenses. The evidence established that the alleged offenses 
involved lower level employees; no member of the Board or 
senior management knew of these transactions which violated 
written policies of the Bank. The following is intended to 
assist analysis of this proposed legislation by correcting 
those erroneous assertions: 


1 • Erroneous Statement : 

"BCCI was not penalized, but rather only required to 
forfeit the money that it had laundered for the 
Medellin Cartel." 

Fact: 


This misrepresents the settlement agreement with the 
United States. The facts are: 

1. BCCI was heavily penalized : Despite total 

profits on the transactions at issue of only $200,000, BCCI 
paid a fine of $14.8 million. This is by far the largest 
fine e ver imposed in a money laundering case -- three times 
larger than the largest fine ever before imposed. The fine 
was structured as a forfeiture at the request of the U.S. 
Government . so that the funds will go directly to law 
enforcement authorities (instead of the Treasury) for use in 
the war on drugs. (By contrast. Banco de Occidente -- 
recently convicted of laundering over $1 billion in cash ~ 
was fined only $5 million, payable over 4 years.) 

2. BCCI was not engaged in laundering money for the 
Medelli n Cartel . In fact, BCCI had accepted no cash and had 
not knowingly dealt with any. The case concerned 14 
transactions, all directed by U.S. undercover agents, all 
involving wire transfers initiated by reputable U.S. banks. 
(By contrast, Banco de Occidente was alleged to be directly 
dealing with the Medellin Cartel.) 
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3. BCCZ has been placed under strict regulatory 
constraints by the Federal Reserve and is to provide valuable 
cooperation to the U.S. in other matters. 

*** 

II • Erroneous Statement : 

- Interestingly , state regulators have since decided 
to revoke the charter of the bank. M 

Fact: 


Ho state regulator anywhere has made any decision to 
revoke the charter of the Bank. BCCI is regulated by banking 
authorities in New York, California, Florida, and by the 
Federal Reserve. Only the Florida regulators -- prompted in 
large part by public dissemination of similarly inaccurate 
information as that in the Dear Colleague letter — have said 
they are considering license revocation for BCCI 's Miami 
agency, and no decision in that regard has been made. 

*** 


HI* Erroneous Statement : 

"This legislation will provide the appropriate 
Federal bank regulatory agency the power to revoke 
the charter of any Federally chartered financial 
institution which is convicted of a money laundering 
offense. . . 

Fact : 

According to Robert B. Serino, deputy chief counsel 
for the Comptroller of the Currency, federal regulators 
already have the power to revoke charters for such offenses. 
He has said, "Is it necessary to add to the arsenal?' We have 
the death-knell powers over banks." ( American Banker , 

January 19, 1990.) 

"IV. Erroneous Statement : 

"The legislation requires that at least one of the 
corporate officers or directors have 'collective 
knowledge' of the violation. Current case law 


2 
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defines 'collective knowledge' as one employee , who 
acting within the scope of his employment, knows what 
was required. . . . " 


Fact : 

1. The majority view of the federal courts requires 
that at least one employee know both what was required under 
the law and that violations were taking place . (In one case, 
i.e. f Bank of New England, a court held that a bank may be 
liable if one employee knows what is legally required and 
another is aware of the violations.) It is erroneous (and 
illogical) to refer to one officer or director as having 
"collective knowledge." 

2. The legislation seeks to apply controversial, 
strict standards of corporate criminal liability to bank 
regulatory proceedings. Under current U.S. law, a bank is 
criminally liable for all acts committed by even its most 
junior employees. This rule applies even if no member of the 
Board of Directors or senior management was aware of, or 
would have approved, the offending activities — and even if 
the conduct violated express policies of the Bank. Thus, 
under the proposed legislation, banks would face license 
revocation for the actions of low level employees — using 
the legal standard proposed — actions which, as a practical 
matter, cannot be wholly controlled by any large bank. 


3 
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Arent, Fox, Kintner, Plotkin &. Kahn 


lnM*ry(end 


WMfeftQion Souere 1050 Connecticut Avenue N.W 
Washingioo. O.C 30035S339 


•armada Crescent 
747* WeooftemAvenwe 
•attaada. Maryland 20*14 3413 

POt) *57-4*00 


InVao^a 
SM Tyco* Towers I 
•000 T««ars Craaosm Dm* 
Vianrta. V*Qin* 221*2-2733 
(703) *47-1*00 


JoeephE Sander 
(202)0574221 

January 26, 1990 


Honorable Donnald K. Anderson, Clerk 
U.S. House of Representatives 
Office of records and Registration 
Room 1036 

Longworth House Office Building 
Washington, D. C. 20515 

Dear Hr. Anderson t 

1 enclose, pursuant to the Federal Regulation of 
Lobbying Act, one executed original of a Preliminary Report 
filed by our law firm relative to our representation of the 
the Bank of Credit and Commerce International S.A. and the 
Bank of Credit and Commerce International (Overseas) Ltd. 

If you have any questions concerning the enclosed, 
please call me at 857-6221. 


Sincerely yours, 



Enclosures 

dev 


Telephone (202)857-6000 C«&*« ARFOX Telex WU 892672 ITT 440266 Telecopier: (2C2) *57-6395 


SJAIIVIKttl'iJI'J 7-KH sh 
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Arent, Fox, Kintner, Plotkin & Kahn 
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Jouph C. Stndtor 

(202)057-6221 

April 10, 1990 


Honorable Donnald K. Anderson, Clerk 

* • U.S. House of Representatives,,.. _ , 

Office of records and Registration - : • - - - 

Room 1036 • .*•• *. * r? -??-r . 

Longworth House Office Building. •* 99 ‘ 

Washington, D. C. 20515 7 ' . - 3 


Dear Mr. Anderson s 


I enclose, pursuant to the Federal Regulation of l 
Lobbying Act, one executed original of the First Quarterly • 
Report filed by our law firm relative to our representation c 
of the the Bank of Credit and Commerce International S.A. and 
the Bank of Credit and Commerce International (Overseas) Ltd. 


ro 

!SJ 


If you have any questions concerning the enclosed, 
please call me at 657-6221. 


Sincerely yours, 

JLp/~ f 

/^Joseph E. Sandler 


Enclosures 

dew 


Tfldphon# (202)857-6000 Ct&r ARFOX Ttlex: WU 892672 in 440266 T«t«cop*r. (202) 657-6395 
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January 25, 1990 


Senator Dennis De Concini 
SH-328 Kart Senate Office Building 
Washington, D.C. 20510-0302 


Dear Senator De Concini: 


Both Paul and I want to thank you again for taking 
time out of your busy schedule to spend a few minutes with us 
on the issue we discussed today. As we indicated to you, it 
is our deep concern that precipitous action based on 
incorrect facts will do a serious disservice to all 
concerned, particularly law enforcement. I have enclosed the 
fact sheet that I mentioned to you and hope that you find it 
helpful. As you understand, the fact sheet roust be treated 
as confidential in compliance with the Court's gag order. 

Again, thank you for seeing both Paul and me. 


Sincerely yours, 


E. Lawrence Barcella, 


Jr. 


Enclosure 

cc: Ed Baxter (w/enc.) 

Tim Carlsgaard (w/enc.) 

dth 

3855m, p. 60 
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PACT SHEET 
THE BCCI CASE 

I. Summary: Criticism of BCCI Settlement-Unwarranted 

and Contrary to the Public Interest 

1. Agreement with the U.S. government provided for: 

• Heavy Fine - $14.8 million - nearly three-times 
larger than that ever before imposed in a money laundering 
case* Treated as forfeiture so that the funds go to law 
enforcement authorities to be applied directly to the war on 
drugs. (Fine was paid with Bank funds — not drug profits or 
drug assets, as some critics claim.) 

• Probation - tight regulatory control of BCCI by 
Federal Reserve. 

• Vital cooperation - BCCI agreed to provide 
valuable information to the U.S. government. 

2. Action challenging the agreement undermines the 
cooperation agreement between BCCI and the U.S. government- 
considered very important by U.S. law enforcement authorities 
— including prosecution of the Noriega case. As reported in 
the press, the Justice Department has praised the agreement 
noting the large fine and the Banks' assistance in cases, 
including the prosecution of Noriega. 

3. Penalties for BCCI, an Arab-owned bank, are more 

severe than those imposed on other banks in recent money 
laundering cases with more serious factual circumstances . 
(Compare Banco de Occidente, Bank of Boston, Bank of New 
England cases.) Raises disturbing questions of 

discrimination. (Note: It has erroneously been reported 

that money laundering was BCCI policy. The evidence in the 
case proved conclusively the opposite was true.) 

4. Legislative calls for mandatory license revocation 

of BCCI would create a dangerous legal precedent for all 
banks operating in the United States which (have and) can 
(under U.S. law) be convicted of money laundering in the 
future solely because of the actions of low-level employees 
apting contrary to bank policy. (Note: Such legislation 

could not constitutionally be made applicable to BCCI in 
connection with this case.) 

5. Public comment on the plea agreement could 
interfere with due process rights of 5 bank employees 
currently on trial. (The case against one employee was 
dismissed last week for lack of evidence. Accordingly, the 
court has imposed a gag order and no comments to the media 
are possible .) This fact sheet, therefore, is confidential 
and may not be released to the media. 
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II . Background of the Case 

The BCCI Group is an international financial firm with 
offices in 73 countries and 14,000 employees. 

In October, 1988, a federal grand jury in Tampa Florida 
handed down an indictment accusing 9 out of its 14,000-plus 
employees of engaging in money-laundering, involving less 
than $14 million in wire transfers over the course of a year. 
(As is typical of large banks, BCCI effects many billions in 
wire transfers every year.) 


Two BCCI Group subsidiaries, BCCI SA, which had offices 
in California and New York, and BCCI (Overseas) Ltd., which 
had offices in Florida, agreed in the settlement agreement to 
accept responsibility for these transactions. 


But these companies were named based on unique rules of 
imputed responsibility (not consistent with laws in foreign 
jurisdictions ) which make a company in the United States 
liable for the acts of its lowest-level employees - even when 
these actions violate company policy (as was the case here). 
No member of the Board or the Bank's senior management was 
alleged to have even been aware of any of the matters in the 
indictment: 


• The case involved 14 transactions over a one year 
period, all directed by undercover agents. There was no 
systemic money laundering . 

• None of the transactions that went through BCCI banks 
involved cash . All of them involved wire transfers initiated 
by reputable U.S. banks . (The U.S. Banks were not charged.) 

• The few employees charged warned the undercover 
agents not to discuss the transactions with other BCCI 
employees, including their superiors. Further, the 
transactions were well documented with required banking forms 
and records ; thus there was no apparent reason to question 
these transactions. 


• Only normal banking fees were charged by BCCI - not 
fees typically charged by criminal money launderers - and the 
9 employees alleged activities violated specific written 
policies of the Bank. 


• The total profit to BCCI from all these transactions 
was less than $200,000. 


2 
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m • Requests to Ca ncel BCCI* a Banking License are Ill- 
Considered — 

Putting the Bank entities out of business in the U .S.~ 
as some Members and press commentators have suggested — would 
(i) severely harm U.S. efforts to fight drugs; (ii) create a 
[dangerous legal precedent; and (iii) plainly lack evenhanded- 


• It would effectively eliminate the valuable 

assistance of an international bank. (Disclosure of the 

exact nature of BCCI's cooperation would obviously diminish 
the value of that cooperation. ) 

• It would set a dangerous precedent for other banks in 
the United States which may (under U.S. law) be charged with 
money laundering in the future solely because of the actions 
°* ? * ew m id or low level employees acting contrary to bank 
policy. Such banks would unfairly face license revocation. 

If banks in these situations are to be put out of 
business, then, for example, the Bank of New England or Great 
American Bank (Florida) — which were convicted of failing to 
I report the illicit receipt of cash -- could be put out of 
i business . All U.S. banks would have similar exposure. 

• Such license revocation action would harm innocent 
I depositors and investors. In the case of BCCI, many innocent 

persons would be unfairly punished for the alleged actions of 
a few employees out of 14,000 - actions which, as a practical 
matter, cannot be wholly controlled by any large company. 
(BCCI already has closed two of its Florida agencies in Tampa 
and Boca Raton as a result of this case. ) 

• It would be grossly discriminatory to impose 

penalties on this Arab-owned bank that no other bank- has- 
suffered. Many U.S. banks ( e.q . Bank of America, Crocker 
Bank, Bank of Boston, Barnett Bank) have resolved similar 
offenses with civil proceedings . In the recent Banco de 
Occidente case, it is noted, over $1 billion in cash was 
laundered and that Bank, unlike BCCI, was alleged to be 
directly dealing with the Medellin cartel with the approval 
of senior management; Banco de Occidente was - fined $5 
million payable over four years • " 

• If in the future low-level employees at major 
international banks violate the law, the institutions may be 
convicted of money laundering. To require license revocation 
in such cases is inequitable and could well result in 
retaliatory actions against U.S. banks operating abroad. 
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IV. Ensuring Future Compliance With Strengthened 

Procedures and Policies 

Soon after the indictment and at the initiation of 
senior Bank officials, the U.S. agencies of BCCI SA and BCCI 
Overseas were placed under new management with experience at 
other leading U.S. banking institutions (such as Chemical 
Bank, American Express Bank, Irving and Chase Manhattan 
Bank) • 

A major compliance program was put in place in the U.S., 
which included: 

• New revised compliance manuals drafted with the 
assistance of outside U.S. counsel and Price Waterhouse. 

• Testing procedures conducted by Price Waterhouse. 

• Full reviews of customer accounts by outside counsel 
— former federal prosecutors with extensive experience. 

• Continuing review of transactions by Price 
Waterhouse. 

• The voluntary closing of the agencies in Tampa and 
Boca Raton to ensure tighter control over Bank operations. 

• The Bank closed customer accounts that did not have 
sufficient customer information or did not otherwise satisfy 
the management review team; accounts were reported to law * 
enforcement authorities when appropriate. 

• These strengthened procedures have already produced 
results. Recent audits by state regulators in Florida and 
New York noted significant improvements. 

• On top of this, BCCI has instituted a major worldwide 
compliance effort , including anti-money laundering manuals; 
new management at several locations; account reviews by 
outside counsel and/or Price Waterhouse in several countries; 
and close cooperation with authorities in England, France, 
Luxembourg and other countries. 

V. Reports on the Noriega Relationship at BCCI 

have been inaccurate 


1. BCCI has been repeatedly referred to as "Noriega 's 
bank," despite the fact that other major banks worldwide had 
substantial Noriega assets. These include : 

• Union Bank of Switzerland and Swiss Bank Corporation; 
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• Dresden Sudamerikanische Bank (Hamburg, Germany); 

# Three leading French banks with extensive U.S. 
operations: Banque National de Paris, Credit Lyonnais and 
Credit Industriel et Commercial. 

Based on U.S. government estimates that Noriega had a 
fortune of $200-300 million, BCCI had less than 10% of that 
total - most in an account of the Panamanian Defense Forces. 
Moreover , it has been suggested that Noreiqa assets at BCCI 
consisted of . U.S. government payments to Noreiqa . 

2. The Bank is to cooperate with the U.S. in its 
prosecution of Noriega under the settlement agreement. 
Should the settlement be attacked, the critics (ironically) 
will actually be assisting Noriega by hampering prosecution 
efforts. For obvious reasons, BCCI's assistance cannot be 
detailed. 

VI . Critici sm of the Settlement Agreement Has Been Unfair 

Recent criticism of the settlement agreement -- and 
calls for additional punitive measures — overlooks the Bank's 
complete cooperation with law enforcement authorities from 
the time the charges were first levelled, and the Bank's 
extensive efforts over the past year to strengthen its 
policies and procedures. Again, the 14 transactions at issue 
here were not known to senior management and violated bank 
policy. 

The criticism is particularly unfair in view of the lack 
of any similar criticism of other banks which have been 
convicted of money laundering offenses, and thus raise 
disturbing questions of discrimination. 

★ * * 


In summary, the settlement agreement is fair and will be 
of enduring value in the U.S. war on drugs. It exacts a 
substantial fine that can be immediately devoted to anti-drug 
activity. It demands valuable cooperation with U.S. law 
enforcement authorities. It provides assurance that the 
qomprehensive program BCCI has put into place to prevent 
future money laundering will be strictly followed. Criticism 
of this agreement is not objective or justified. 
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H M RWALWl NAQVI 
chic* luuccvTtvc ornccA 

Haxk ok Cssoir and Ccsoqaca iwnaiftnoiuL la. 


2 March WO 


The Hon* Orrln C. Hatch* 

135 Russell Senate Office tuildlng* 
WA SHINGTON DC 20S10 . 

U.S.A. 


Dear Senator Hatch* 


I read with great Interest l your remarks laet week to the United 
States Senate that wars reprinted In the Congressional Record* 
X an writing to express our appreciation to you for taking your 
valuable tine* as, a mamba? of the Senate Judiciary Co— ittee* 
to look into these natters and to consider then fairly and 
objectively. 


As you know, a great deal pf misinformation. about BCCI and the 
legal proceedings in Tampa* Florida* hai been widely and 
repeatedly reported* Moreover* court orders laposed on all 
parties by the District {Court have United our ability to 
respond publicly and correct the record. Accordingly* vs are 
moat graceful that in the bourse of your renarks* you found it 
appropriate to present {accurately the fecte about BCCI* 
including an unbiased report on the case* ae well ae the 
various, responsible actions taken by BCCT during the past 
year. ] 

As you properly observed* hany in the Middles East and alaevhare 
have not underacooti why seriously erroneous reports about BCCX 
continue to be published *i T an sure they will be pleeeed to 
learn chat the true stor^ about the BCCX case has now been 
presented by you tc the Codgrees and the American people. 

On behalf of our ahareholoera* the Board oi Directors* and our 
14,000 employees voridvid^, pernlt me to sxpress our deepest 
appreciation for yeur interest and objectivity in this natter. 

i 

With beat wishes. 


Sincerely, 

• - 

SWALCk KAQVI 


fO.IOKM )l 


tHONI 4108fl YlLBCtSIS ACCf 1UUI 



Mr. President, I rise today to speak on issues of 
fundamental importance to all Americans. I refer to the 
scourge of illicit drugs which is properly viewed by the 
American public as one of the gravest threats to our national 
well-being. I need not remind my colleagues of my unwavering 
support for the strongest possible legislation to fight 
narcotics trafficking. I also expect and demand the 
effective enforcement of those laws by the Department of 
Justice. 

However, I believe that we must not allow our deep 
concerns over illicit drugs to lead us to make ill-considered 
attacks on those actually in the front lines fighting the 
"drug war." I personally have been troubled in recent weeks 
by the severe criticism that has appeared in the editorial 
pages of certain newspapers, and voiced in the halls of 
Congress, attacking the Justice Department's recent 
settlement of money laundering charges against the Bank of 
Credit and Commerce International. 

As a member of the Senate Judiciary Committee, I have 
personally reviewed this matter in some detail. I have 
talked directly to representatives of the Justice Department. 
And with this perspective, I have concluded that those who 
publicly condemn the Justice Department's handling of the 
matter have either failed to learn the salient facts in the 
case - or simply disregard them. 

The case against BCCI, a foreign banking operation 
owned by prominent individuals in the Middle East, involved 



650 


alleged money-laundering activities by a handful of BCCX'8 
employees . Those individuals are on trial right now in the 
federal district court in Tampa, Florida and I therefore will 
refrain from comment on that phase of the proceedings . It 
has, however, been widely reported that two subsidiaries of 
BCCI, charged under U.S. principles of corporate criminal 
responsibility, settled the case with the Justice Department. 
Those subsidiaries entered pleas of guilty to money 
laundering offenses and agreed to a $15 million civil 
forfeiture to the United States government, among other 
conditions . 

Strongly worded complaints against the Justice 
Department have been made by those - including some of my 
colleagues - who consider this settlement of the case to be 
too lenient or "a slap on the wrist.** I am completely 
mystified by 'that: criticism. 1 believe the Department of 
Justice, under the leadership of Attorney General Thornburgh, 
is doing an exmplary job in fighting the war on drugs, and 
resolved this particular case in a thoroughly professional 
and fitting manner. 

Significantly, the federal district court in Tampa 
independently studied this settlement agreement for several 
weeks, and concluded after a careful review - including the 
views of opponents to the settlement - that this resolution 
was just and appropriate. The penalty imposed on BCCI was 
the largest ever imposed upon a bank for money laundering 
offenses in the United States. (The payment, it is noted. 
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was made with bank assets - not drug money or drug profits as 
has been erroneously reported.) In addition, the Bank has 
been placed under five years of regulatory probation with the 
Federal Reserve, and has volunteered to cooperate with the 
government in important ways. So I just don't see how one 
could plausibly say that this is a lenient disposition. 

To be sure, the BCCI case in Tampa was a very serious 
matter - but the charges ought to be viewed in their proper 
perspective. The case arose from the conduct of a small 
number of BCCI's more than 14,000 employees. No member of 
the bank's senior management or its board of directors was 
alleged in the indictment even to have been aware of any of 
the laundering transactions - much less to have approved 
them. The transactions, in fact, violated express bank 
policies. 

Furthermore, unlike other money laundering cases, 
none of the 14 transactions charged in the indictment 
involved the handling or receipt of cash - the most common 
form of laundering; rather, the funds came as wire transfers 
from reputable U.S. banks. The transactions involved a total 
of $14 million dollars, spread out over the span of a year, a 
rather small fraction of the billions of dollars in wire 
transfers that large banks like BCCI transact, every year. 
Only normal banking fees were charged for these transactions 
— not the large fees typically charged by professional money 
launderers for their crimes. The transactions were 
documented with the forms and records required by the bank. 
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and, thus, there was no apparent reason for senior BCCI 
management to have identified or questioned these 
transactions. Contrary to press reports, the U.S. Attorney 
advised the Court that the total fees to BCCI from all the 
indicted transactions was no more than $250,000, a sum which 
the bank has paid back many times over in the penalties 
provided for in the settlement. 

Do not misunderstand me. Money laundering is a 
serious crime and the BCCI case was an important prosecution. 
But let us also fairly recognize there was no systemic money 
laundering uncovered in the BCCI case after intensive 
investigation. Rather, BCCI appears to be a large 
international corporation, some of whose employees may have 
committed serious misdeeds in violation of the Bank's own 
written rules . And BCCI is legally responsible for the 
conduct of those employees under U.S. law. 

It thus seems evident to me that Monday morning 
critiques of the Justice Department for its handling of this 
case are premised on a fundamental misunderstanding of the 
facts of the case and the terms of the settlement. Nobody 
knows these facts better than the Justice Department 
officials themselves. I have spoken with them about this 
case and I can find no reason whatsoever to -second-guess 
their judgment. Importantly, the Justice Department clearly 
understands, better than any of us can, that an international 
bank in 73 countries could provide important cooperation and 
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assistance in the global drug war. They know what 
cooperation this bank has offered and can provide. 

In this regard, I an aware that BCCI has sometimes 
been referred to as "Noriega's bank" as though this factor 
somehow validates or justifies the criticism of the 
settlement. The Noriega reference, however, serves to 
obscure the actual charges and evidence in the case - a point 
the prosecution clearly understood. Moreover, a "guilt by 
association" approach overlooks the fact that various 
respected, major banks worldwide have held substantial 
Noriega assets. Based on public U.S. government estimates 
that Mr. Noriega deposited some $200-300 million in foreign 
bank accounts, BCCI appears to have held but a fraction of 
that money, most in an account of the Panamanian Defense 
Forces. So it would be unfair to exaggerate this aspect of 
the case, and, most importantly, short-sighted, because 
information the bank does possess with reg&pi to Mr. Noriega 
will undoubtedly be made available to the United States on a 
cooperative basis in connection with that ongoing prosecution 
in Miami. 

It is, perhaps, noteworthy that the U.S. Attorney's 
Office advised the District Court that BCCI's conduct during 
- the past year should be considered in evaluating any 
settlement of the case. I agree and note that after this 
case was announced in late 1988, the senior management and 
Board of Directors of BCCI reacted responsibly and properly. 
The bank engaged new management for its American operations; 



654 


it retained outside auditors and well-regarded counsel to 
advise the bank and to formulate and implement new compliance 
procedures and controls. Customer accounts in the United 
States and certain other countries were reviewed and accounts 
that did not satisfy high standards of the review team were 
closed. In addition, BCCI voluntarily closed certain of its 
agencies in Florida to ensure tighter control over its 
overall operations; it has instituted a major worldwide 
compliance effort and cooperated with American and other 
international law enforcement authorities. And it entered 
into appropriate agreements with bank regulatory authorities 
to alleviate their concerns. This is the kind of reaction 
one might hope to see from a responsible corporate citizen. 

It is perhaps, also notable that although it has 
never advertised it, the BCCI Group is a major participant in 
recognized charitable and philanthropic programs around the 
world. The Ban|^ for example, has reportedly contributed 
over $40 million to such causes in the last two years. And, 
BCCI is active in financing development in third world 
countries - a vital financial commitment too often ignored by 
other financial institutions. 

Given these circumstances, I regret there have been 
some calls to put BCCI out of business in this country, and 
even legislative proposals to require the revocation of the 
license of any bank that is convicted of a money- laundering 
offense. Such suggestions may have political appeal, but I 
believe those who offer them are misguided. I wonder what 
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the face of corporate America would look like if the "death 
penalty" were imposed on every bank (or, by analogy, every 
defense contractor) that found itself in a situation similar 
to BCCI's. Under our principles of law, a corporation can be 
held criminally accountable for the conduct of any of its 
agents or employees, no matter how lowly. I cannot believe 
that we would seriously want to put the very survival of our 
greatest and roost venerable financial institutions at the 
mercy of every teller or low level officer who happens to 
work fo.r them, and whose actions cannot possibly be 
controlled, as a practical matter, by any large company. 
Let's remember that if we did that, then a lot of U.S. banks 
— the Bank of New England, Great American Bank, Bank of 
Boston and others — - would have been put out of business. 
All those banks and various others have been convicted of 
money-laundering or fined for Bank Secrecy Act violations. 

I believe these calls for license revocation are a 
dangerous precedent and would, if implemented, unfairly harm 
innocent depositors, customers, employees, and shareholders. 
At a time when we are trying to attract capital into the 
banking industry to enhance the stability and soundness of 
our financial institutions, we must resist ill-conceived 
notions that will seriously undermine capital formation 
efforts by wrongly threatening the continued existence of 
respected banks. 

As a final comment, we must be aware that efforts to 
make an -example” of this foreign bank - by imposing 
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unprecedented penalties for offenses which other banxs have 
committed - could be seen by some as discriminatory . It will 
not be lost on the international community - including our 
friends in the Middle East - that BCCI's critics seem to be 
singling out this foreign bank for unusually harsh, punitive 
treatment, I , for one, do not think that approach serves the 
national interest. 

I congratulate the Justice Department for its 
handling and proper resolution of the BCCI case. I also 
compliment our federal banking authorities for their 
restrained, professional approach in addressing regulatory 
concerns. And I commend the senior management, directors, 
and shareholders of BCCI for the responsible way the company 
has responded to the charges in these proceedings. 

I ask my colleagues to join me in continuing our 
aggressive, all out "war on drugs" - including the insidious 
problem of criminal money laundering - while refraining from 
unjustified attacks and unwise legislative initiatives that 
may disserve rather than promote our national interests. 



657 


DRAFT 

I 

[DRAFT] 

Mr* President, Senators: 

I would like to take a few moments to discuss a matter 
that has received considerable attention in the editorial 
pages and in the Senate, and that is the Justice Department '6 
recent settlement of criminal charges against the Bank of 
Credit and Commerce International in Tampa, Florida. Those 
charges arose from the alleged money-laundering activities of 
'several of BCCl's employees, who are on trial right now in the 
federal district court there and are facing possible prison 
terms , Last month the bank itself settled its case by 
pleading guilty to all but one of the charges against it and by 
agreeing to pay a $15 million fine to the United States 
government, among other conditions. 

How, I have seen that settlement described as 
"pathetically lenient" and "a slap on the wrists," and I must 
say that I am mystified by that criticism. First, the monetary 
penalty imposed on BCCI is the largest criminal fine ever 
imposed upon a bank convicted of money laundering in the United 
States. In fact, it is three times more severe than the 
greatest penalty ever imposed in such a case. The previous 
record fine was a $5 million fine imposed within the last year 
upon Banco de Occident, for money-laundering that was far more 
extensive and pervasive than anything charged in the BCCI case. 
The BCCI penalty is triple that amount, and it will all be 
applied directly to the war on drugs. On top of that, the bank 
will be put under five years of strict regulatory probation, 
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and is required to cooperate with other government money- 
laundering investigations. So I just don't see how one could 
plausibly eay that this is a lenient disposition. 

From the tone of the editorials and commentaries, one 
1C 

would thing that Bcci is a criminal enterprise straight out of 
A 

the movie "Scarface" — that its board room is filled with bags 
of small bills and that its directors secretly count them up 
when they are not busy consorting with underworld drug 
Kingpins. The Justice Department prosecutors who spent several 
years investigating and bringing this case know that that is a 
ridiculous and fanciful conception. 

In reality, the charges in the case arose from the conduct 
of nine out of BCCI's more than 14,000 employees. No member of 
the bank's senior management or its board of directors was 
alleged even to have been aware of any of the matters in the 
indictment. in fact, the few individual employees who were 
caught in the government's sting operation warned the 
undercover agents not to discuss the suspect transactions with 
other employees at BCCI — and especially not with their 
superiors — because they knew that the activities violated 
specific written policies of the bank. There were 14 specific 
money-laundering transactions charged in the indictment, all 
directed by the undercover agents. None of the transactions 
involved cash; all of them were wire transfers initiated by 
reputable American banks (none of which were charged). The 
transactions themselves were conducted over the space of a year 
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and amounted to $14 million dollars in total r a rather small 
fraction of the billions of dollars in wire transfers that 
large banks like BCCI generally transact every year. Only 
normal banking fees were charged for these transfers — not the 
inflated fees typically charged by criminal money launderers — 
and since the transfers were well -documented with all of the 
forms and records required by the bank's internal policies, 
there was no apparent reason for senior management to question 
any of these transactions. The total profit to BCCI from all 
of the indicted transactions was less than $200,000, a sum 
which the bank will pay back practically a hundred times over 
in the fine provided for in the settlement. 

So there was no systemic money laundering here. There is 
no basis to believe that drug-money laundering has ever been 
this bank's policy or primary occupation, and there is no basis 
to equate this bank with M the international drug cartel,** as 
some of its more extreme critics would seem to suggest. It is 
a large and widely-respected international corporation, nine of 
whose lower-level employees committed serious misdeeds in 
violation of its own written rules. 

I have heard BCCI sometimes referred to as "General 
Noriega's bank," despite the fact that numerous other major 
banks worldwide held substantial Noriega assets. Based on U.S. 
government estimates that Mr. Noriega deposited some $200- 
$300 million of foreign bank accounts, BCCI held less than ten 
percent of that, most in an account owned by the Panamanian 
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Defense Forces. It has even been suggested that the assets 
v w ich the PDF did deposit at BCCI consisted of U.S. government 
payments to Noriega. It should also be pointed out that 6ince 
the BCCI settlement guarantees the bank's cooperation in the 
Justice Department's prosecution of Noriega, the critics who 
would undermine that settlement would, ironically, actually be 
assisting Noriega by hampering that prosecution. 

I think that the essential corporate responsibility of 
this *>auk has been demonstrated by the compliance efforts it 
has made since these charges were returned. It completely 
overhauled the management of its American operations; it 
engaged outside auditors and counsel to formulate and implement 
new compliance procedures and controls; it put all of its 
customer accounts and current transactions under the scrutiny 
of these outside auditors; it closed customer accounts that did 
not satisfy the management review team, and reported those 
accounts to law enforcement authorities where appropriate; it 
voluntarily closed certain of it6 agencies in Florida to ensure 
tighter control over its overall operations; it has instituted 
a major worldwide compliance effort and has cooperated closely 
with American and other international law enforcement 
authorities; and I am informed that state banking regulators 
have already noted significant improvements as a result of 
these efforts. 

Notwit* istanding all of this, there have been some calls to 
put BCCI out of business in this country, and even to revoke 
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the license of any bank that is ever convicted of a money- 
laundering offense. I wonder what the face of corporate 
America would look like if that penalty were imposed on every 
bank or large corporation that found itself in a situation 
similar to bcci's. Under our principles of law, a corporation 
can properly be held criminally accountable for the conduct of 
any of its agents or employees, no matter how lowly, I cannot 
believe that we would seriously want to put the very survival 
of our greatest and most venerable financial institutions at 
the mercy of every teller or loan officer who happens to work 
for them, and whose every actions cannot possibly be 

controlled, as a practical matter, by any large company. Let's 
remember that if we did that, then an awful lot of banks — the 
Bank of New England, Great American Bank, Bank of America, Bank 
of Boston — could be out of business right now. All of those 
banks have either been convicted of criminal money-laundering 
or paid civil penalties for arguably criminal activities. I 
think it would set a very dangerous precedent to require such a 
draconian penalty in every such case. And I do not believe it 
would be advisable, even if it were practical, because it would 
harm all of the innocent depositors, employees, and investors 
„ of those banks. I think it is far more effective in our fight 
against drugs to impose incarceration upon the individual 
criminal employees, to impose reasonable penalties on the banks 
themselves, and to encourage the banks to undertake precisely 
the sort of compliance controls that BCC1 has done here. To 
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put then all out of business forever would really be throwing 
out the baby with the bath-water. 

There is one final aspect of this natter that causes ne 
real concern, and that is the arguably discriminatory character 
of the criticism. it would be grossly unfair to inpose 
penalties on this foreign bank that no other bank has ever 
suffered for comparable or even greater misconduct. Such a 
response could even result in retaliatory actions against U.S. 
banks operating abroad. 

Our national anti-drug policy has drawn plenty of fire 
from some of our international neighbors who charge that we are 
attempting to shift the weightiest burdens of our drug 
enforcement plans to them; that we are quick to point out what 
sacrifices they must make to combat supply, but slow to impose 
hardships on ourselves to reduce the demand; that we are in 
reality asking them to pay the price for our war on drugs. 

Whether justified or not, such perceptions that we are being 
hypocritical in our approach surely cannot promote the kind of 
cooperation that is imperative if we are to solve these 
enormous problems. 

Senators, I am seriously concerned that the recent 
-criticism of the Bcci settlement — a settlement which by any 
objective or rational standard is fair and effective — will 
only reinforce this debilitating perception. It will do so 
because it seeks to make a example of a foreign bank, by 
imposing unprecedented penalties for conduct of which numerous 
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domestic banks have been convicted, and for which those 
domestic banks have truly received but a "slap on the wrist." 
We shoulj take an aggressive attitude against money-laundering, 
but it will not be lost on the international community that the 
bcci critics would single out a foreign bank for this 
unprecedented punitive treatment. I, for one, do not think 
that is how we should go about thi6 business, nor do I believe 
that approach serves the national interest. 

The prosecutors who worked long and hard on the BCCI case 
know and believe that this settlement reflects the true 
severity of the offenses committed, provides jU6t punishment, 
and confers substantial compensation and assistance to the 
United States. It will be of enduring value in the war on 
drugs. The criticism of this agreement is neither object e 
nor justified. 
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[DRAFTED BUT NOT PROOFED] 

Hr. President, Senators: 

I would like to take a few moments to discuss a matter 
that has received considerable attention in the editorial 
pages and in both Houses of the Congress, and that is the 
Justice Department's recent settlement of criminal charges 
against the Bank of Credit and Commerce International in Tampa, 
Florida. Those charges arose from the alleged money-laundering 
activities of several of bcci's employees, who are on trial 
right now in the federal district court there and are facing 
possible prison terms. Last month the bank itself settled itB 
case with the Justice Department by pleading guilty to all but 
one of the charges against it and by agreeing to pay a $15 
million fine to the United States government, among other 
conditions. 

of course, all of us agree that the scourge of drugs is 

the gravest present threat to our national well-being. I need 

not remind my colleagues of my unwavering support for the 

strongest possible legislation to fight the drug war. Nor need 
I detail here the litany of crime bills, including those with 
strong anti-drug and anti-money laundering provision, that I 
have sponsored and fought for through the years I also have 
not hesitated to criticize the Department of Justice when I 
have found their actions to be inconsistent with the most 

effective enforcement of those laws. 

in this particular case, however, I have seen the Justice 
Department's settlement with BCCI described as "pathetically 
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lenient" and "a slap on the wrists," and Z oust' say that X am 
mystified by that criticism of the Department of Justios. 
First, the monetary penalty imposed on BCCX is the latest 
ever imposed upon a bank convicted of money laundering in the 
United States. In fact, it is three times more severe than the 
greatest penalty ever imposed in such u case. The previous 
record fine was a $5 million fine imposed within the last year 
upon Banco de Occidents, for money-laundering that was far more 
extensive and pervasive than anything charged in the BCCX case. 
The BCCX penalty is triple that amount. Xt is practically one 
hundred times the amount of drug-related profits actually 
alleged in this case, and it will all be applied directly to 
our war on drugs. On top of that, the bank will be put under 
five years of strict regulatory probation, and is required to 
cooperate with other government money-laundering 
investigations. so X just don't see how one could plausibly 
say that this is a lenient disposition. 

From the tone of the editorials and commentaries, 
including some by my esteemed colleague, the junior Senator 
from Massachusetts, one would think that BCCX is a criminal 
enterprise straight out of the movie "Scarface" — that its 
board room is filled with bags of small bills and that its 
directors secretly count them up when they are not busy 
consorting with underworld drug kingpins. The Justice 
Department prosecutors who spent several years investigating 
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and toiling over this case know that that is a ridiculous and 
fanciful conception. 

In reality, the charges in the case arose Iron the conduct 
of a few of DCCI ' s more than 14,000 employees. Ho member of 
the bank's senior management or Its board of directors was 
alleged even to have been aware of any of the matters in the 
indictment. In fact, the few individual employees who were 
caught in the government's sting operation specifically warned 
the undercover agents not to discuss the suspect transactions 
with other employees at BCCI — and especially not with their 
superiors — because they knew that tike activities violated 


specific written policies of the bank. None of the money** 


laundering transactions charged in the indictment transactions 


involved cash ; all* of them were wire transfers directed by the 


undercover agents themselves. The transactions amounted to 
$14 million dollars in total, spread out over the span of a 


year, a rather small fraction of the billions of dollars in 
wire transfers that large banks like BCCI generally transact 


every year. Only normal banking fees were charged for these 
transfers — not the inflated fees typically charged by 
criminal money launderers — and since the transfers were well- 
documented with all of the forms and records required by the 


bank's internal policies, there was no apparent reason for 
senior management to question any of these transactions. The 
total profit to BCCI from all of the indicted transactions was 
less than $200,000, a sum which the bank will pay back 
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practically a hundred tinea over in the fine provided for in 
the settlement. 

So there was no systemic money laundering here. There is 
no basis to believe that drug-money laundering has ever been 
this bank's policy or primary occupation, and there is no basis 
to equate this bank with "the international drug cartel," as 
some of its more extreme critics would seem to suggest. It is 
a large and widely-respected international corporation, some of 
whose lower-level employees committed serious misdeeds in 
violation of its own written rules. Nobody knows these facts 
better than the Justice Department officials themselves. I 
have spoken with them at length about this case and I can find 
no reason whatsoever to second-guess their judgment. 

I have heard BCCI sometimes referred to as "General 
Noriega's bank," despite the fact that numerous other major 
banks worldwide held substantial Noriega assets. Based on U.S. 
government estimates that Mr. Noriega deposited some $200- 
$300 million of foreign bank accounts, BCCI held less than ten 
percent of that, most in an account owned by the Panamanian 
Defense Forces. it has even been suggested that the assets 
which the PDF did deposit at BCCZ consisted of U.S. government 
payments to Noriega. So it would be unfair to exaggerate this 
aspect of the case, and indeed short-sighted, because whatever 
information the bank does possess with regard to Mr. Noriega is 
part and parcel of the settlement argument, which guarantees 
this bank's cooperation in the Justice Department's Noriega 
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prosecution. in faot, the critics who would undernine that 
settlement would, ironically, actually be assisting Noriega's 
defense (albeit inadvertently) by hindering that prosecution. 

The Justice Department also understands, better than any 
of us can, the position that this bank is in to offer even 
further cooperation and assistance in the global drug war. 
They know what cooperation this bank has' offered in the past, 
and what cooperation it can provide in the future. This bank 
has operations in 73 countries all over the world. No one can 
evaluate better than DOJ how valuable its assistance will be in 
cracking the international drug cartel. They are the ones who 
are out there on the front lines of this war, and they are the 
ones who are best suited to make these kinds of tactical calls. 

The DOJ settlement also puts the bank on five years of 
strict regulatory probation, under the oversight of the Board 
of Governors of the Federal Reserve System, any violation of 
which will bring further penalties upon the bank. And it 
recognizes the many internal reforms and compliance efforts 
that have been undertaken by the bank since the charges were 
returned. The bank has completely overhauled the management of 
its American operations; it engaged outside auditors and 
counsel to formulate and implement new compliance procedures 
and controls; it put all of its customer accounts and current 
transactions under the scrutiny of these outside auditors; it 
closed customer accounts that did not satisfy the management 
review team, and reported those accounts to. law enforcement 
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authorities where appropriate; it voluntarily closed certain of 
its agencies in Florida to ensure tighter control over its 
overall operations; it has instituted a major worldwide 
compliance effort and has cooperated closely with American and 
other international law enforcement authorities; and X am 
informed that state banking regulators have already noted 
significant improvements as a result of these efforts* 

Notwithstanding all of this, there have been some calls to 
put bccx out of business in this country, and even to revoke 
the license of anv bank that is ever convicted of a money- 
laundering offense. X wonder what the face of corporate 
America would look like if that penalty were imposed on every 
bank or large corporation that found itself in a situation 
similar to BCCX's. Under our principles of law, a corporation 
can properly be held criminally accountable for the conduot of 
anv of its agents or employees, no matter how lowly* X cannot 
believe that we would seriously want to put the very survival 
of our greatest and most venerable financial institutions at 
the mercy of every teller or loan officer who happens to work 
for them, and whose every actions cannot possibly be 
controlled, as a practical matter, by any large company* Let's 
remember that if we did that, then an awful lot of banks -- the 
Bank of New England, Great American Bank, Bank of America, Bank 
of Boston — could be out of business right now. All of those 
banks and scores of others have either been convicted of 
criminal money-laundering or paid civil penalties for arguably 


- 6 - 



671 


criminal activities. i think it would set a very dangerous 
precedent to require such a draconian penalty in every such 
case. And X do not believe it would be advisable , even it it 
were practical, because it would harm all of the innocent 
depositors, employees, and investors of those banks. I think 
it is far more effective in our fight against drugs to impose 
significant and incarceration upon the individual criminal 
employees, to impose significant but reasonable penalties on 
the banks themselves, and to encourage the banks to undertake 
precisely the sort of compliance controls and cooperation that 
BCCI has done here. To put them all out of business forever 
would indeed be throwing out the baby with the bath-yater. 

There is one final aspect of this matter that causes me 
real concern, and that is the arguably discriminatory character 
of the criticism. It would be grossly unfair to impose 
penalties on this foreign bank that no other bank has ever 
suffered, even for comparable and greater misconduct. Such a 
response could even result in retaliatory actions against U.S. 
banks operating abroad. 

We all know that our national anti-drug policy has drawn 
plenty of fire from some of our International neighbors who 
accuse us of attempting to shift the weightiest burdens of our 
drug enforcement plans to them; that we are quick to point out 
what sacrifices must make to combat supply, but slow to 
impose hardships on ourselves to reduce the demand; that we are 
in reality asking them to pay the price for our war on drugs. 
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Whether justified or not, such perceptions that we ere being 
hypocritical in our approach surely cannot pronote the kind of 
cooperation that is imperative if we are to solve these 
enormous, global problems. 

Senators , I am seriously concerned that the recent 
criticism of the BCCI settlement — a settlement which by any 
objective or rational standard is fair and effective — will 
only reinforce this debilitating perception. It will do so 
because it seeks to make a example of a foreign bank, by 
imposing unprecedented penalties for conduct of which numerous 
domestic banks have been convicted, and for which those 
domestic banks have truly received but a "slap on the wrist." 
We must take an aggressive attitude against money-laundering, 
but it will not be lost on the international community that the 
BCCI critics would single out a foreign bank for this 
unprecedented punitive treatment. X, for one, do not think 
that is how we should go about this business, nor do I believe 
that approach serves the national interest. 

The prosecutors who worked long and hard on the BCCI case 
know and believe and have represented to the federal court that 
this settlement reflects the true severity of the offenses 
committed, provides just punishment, and confers substantial 
compensation and assistance to the United States. It affords 
strong deterrence to future criminal conduct, and it will be of 
enduring value in the war on drugs. This criticism of the 
Justice Department strikes me, in truth, as armchair 
quarterbacking. It is neither objective nor justified. 
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BANK Of AMERICA 


For 30th January V 


Newspaper articles have appeared recently suggesting that Bank 
of America is contemplating divesting its shareholding in BCCI. 

These reports have appeared following a recent reduction in Bank 
of America 1 s holding in BCCI following a rights issue in which 
Bank of America did not participate. 

Bank of America is currently increasing its direct presence in 
the Middle East and to have increased its capital commitment in 
a bank in which Bank of America had less than a majority holding 
or management control would be inconsistent with current Bank of 
America strategy. 

Bank of America does in fact have an arrangement with one of the 
other major BCCI shareholders which provides for the acquisition 
of Bank of America’s stake over the next 2 i years. 

This development takes place following the . continuously evolving 
patterns in the world's financial markets ’which have led both 
Bank of America and BCCI to develope new strategies. BCCI is 
now a fully fledged global bank and is expected to have a net 
worth as at December 31 ♦ 1977 of over 8100 million with assets 
slightly in excess of 82 billion. 

Bank of America intends to retain a shareholding in BCCI for the 
foreseeable future and the close co-operation that has developed 
between the two banks will be maintained. 
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. SAN FRANCISCO, 1st September, 1978 

' ' 'Bank of America National Trust and Savings Association. feels 
that in order to dispel any misunderstanding, it is necessary 
to address the Financial Times report which appeared in 
yesterday's edition of the newspaper * (August 31,2.978). * !> V 
.* • » * . * * ;*.• 

• The specific points referred to,’ in that article, attributed tc 
Mr Douglas Kraus, a lawyer acting for Financial General Bank 
Shares, appear to be taken from Bank of America credit review 
• -files. 

Bank credit review files are analytical, conservative,- and. 
closely controlled since they contain highly sensitive, 
privileged, and confidential information relating to the 
relevant relationship and represent the judgment ^at the time 
of the bank officer making the review. • . 

It is Bank of America's present opinion that BCCI's loan 
reserve has been established in accordance v/ith prudent risk 
management practices. rf> • 

Bank of America has maintained representation on the board of 
BCCI since the inception of its relationship. 

* Bank of America supports the increasingly tighter administrate 
controls which BCCI management has adopted./ 

Thursday's report suggests that the # matters contained in V\: 
Mr Kraus's statements contributed to the Bank of America's* • / 

* decision to reduce and eventually sell its BCCI shareholdings, 

As Bank of America has heretofore publicly announced, its ’ 
reasons for that action are related solely to changes in marke 
conditions, particularly in the Middle East, which make it., 
appropriate for both institutions - the bank and BCCI - to *; 
discontinue the relationship. ; 

Bank of America's involvement in the Financial General Bank 
Shares suit arises from a motion to compel production of : 
documents in the bank's possession, and Bank of America will 
pursue its standard practice of responding to. that motion inc- 
line with applicable law and with guidance of legal .counsel:* / 
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* / * * 

Mr. Adams asserts that Sen. Claiborne 
Pell, chairman of the Senate Foreign Rela- 
tions Committee, frustrated efforts by the 
"committee's special counsel Jack Blum, to 
investigate Information relating to BOCI's 
role in laundering drug money for Manuel 
• Noriega. Specifically, he stated that 
“Clark Clifford pulled strings with Senate 
Foreign Relations Chairman Claiborne 
'Pell to stall production of crucial docu- 
ments past the expiration date of Blum's 
contract with the subcommittee." 

That statement is categorically false. 
On March 22. 198S. Mr. Blum circulated a 
memorandum to all committee members 
requesting authority to subpoena records 
of BCCI and to compel the testimony of 
two of the bank's managers. The commit- 
tee approved this request; but tor reasons 
known only to Mr. Blum, he did not serve 
the subpoena until sometime in August. 

Clark Clifford called Sen. Pell to tell 
‘ him of problems in complying with the 
subpoena. Sen. Pell referred him to me. 
without making any commitment or giving 
me any instructions. That was the end of 
Sen. Pell's involvement. 

Mr. Clifford then called me. and I was 
persuaded that there were valid reasons 
for extending the subpoena deadline. Mr. 
Blum was out of town: so I checked with 
Sen. Kerry's office, and it was agreed that 
Mr. Clifford's request should be granted. 

BCC1 officials delivered the documents 
requested in late September and early Oc- 
tober 19S&. Mr. Blum had almost six 
months from that time until his departure 
from the committee staff on March 31. 
19SS. to investigate any questionable activi- 
ties revealed in the documents and to 
schedule hearings. 

Gdsylo B. Christianson 
Staff Director 
Committee on Foreign Relations 
U.S. Senate 

Washington 


• ft 
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November 15, 1991 


Robert S. Bennett 
Carl S. Rauh 

Skadden, Arps, Slate, Meagher & Flora 
1440 New Tork Avenue NW 
Washington DC 20005-2107 

Re: Clark Clifford and Robert Altman 
Questions From Subcommittee on Terrorism 

Dear Mr. Bennett and Mr. Rauh: 

Enclosed are additional questions for Mr. Clifford and 
Mr Altman in connection with the hearing held on October 24th 
before the Foreign Relations Subcommittee on Narcotics and 
Terrorism . 

As the Subcommitte held only one day of public hearings 
with your clients, there are several areas of inquiry. 

We are keeping the record open and request you provide 
responses no later than December 10, 1991, certified by Mr. 
Clifford and Mr. Altman, as applicable, in affidavit form 
under oath. 

Additionally, we have not heard from you Concerning the 
documents which were previously requested by the Subcommittee 
and which you are withholding on the basis of attorney/client 
privilege, from the liquidators of BCCI and their attorneys, 
as well as from the Foreign Relations Committee. 

We would appreciate receiving a detailed explanation 
from you setting forth any purported justification for 
withholding these documents from the Committee, and from the 
law firm of Nussbaum and Wald in its capacity as attorney to 
the liquidators of BCCI in the United States. In your 
response, plead provide applicable case law, in relation to 
Congressional subpoenas and to the right to withhold 
documents from successor counsel, that may support your 
position on this matter. 



678 


2 


We would also appreciate receiving further explanation 
of the representations you made to the Committee that you are 
unable to determine who correctly represents BCCI in the 
United States today. As noted in the hearing, BCCI's previous 
counsel of record, Patton, Boggs & Blow, advised the 
Committee in July that it no longer represented BCCI, and 
that BCCI was now in liquidation and represented by the 
Nussbaum firm. We would appreciate receiving any information 
on which you have relied in making representations to the 
Committee that you are uncertain as to whether the Nussbaum 
firm indeed now represents the liqudators as successors to 
BCCI . 


We again urge you to provide the documents in question 
to the Nussbaum firm so that it may independently determine 
the applicability of privileges you have invoked, which 
belong to BCCI as the client, not to the attorneys. 

We would also note that there is no constitutional basis 
for applying the attorney-client privilege to limit the power 
of the U.S. Senate to subpoena documents from private 
parties. Given that some of the documents in question relate 
to the production of documents pursuant to a subpoena issued 
by the United States Senate in 1988, the Subcommittee is 
prepared to issue a new subpoena should that be necessary. 

Finally, at the October 24th hearing Mr. Clifford and 
Mr. Altman stated that they would provide the Subcommittee 
with an itemized list of legal fees paid out during the 
Tampa case involving BCCI and officers of the bank. That 
list should include any law firm which participated as well 
as consultants, public relations firms, investigative firms 
and Price Waterhouse. 

We look forward to your cooperation on these matters. 
Should you have any questions, please do not hesitate to call 
either David McKean or Jonathan Winer. 


Sincerely, 


John Kerry, chairman 
Senate Subcommittee 
On Terrorism, Narcotics and 
International Operations 
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JOHN KERRY 

MASSACHUSETTS 


United States Senate 

WASHINGTON. DC 20510 


December 11, 1991 


Robert S. Bennett 

Skadden, Arps, Slate, Meagher & Flom 
1440 New York Avenue NW 
Washington DC 20005-2107 


Res Clark Clifford and Robert Altman 
Status of Answers to Interrogatories, Document Requests 
From Foreign Relations Subcommittee 


Dear Mr . Bennett : 

This letter is to confirm our conversation yesterday 
regarding the status of Mr. Clifford and Mr. Altman's 
responses to outstanding requests of the Subcommittee on 
Terrorism, Narcotics and International Operations. 

You advised me that in recent weeks, other legal 
business of Mr. Clifford and Mr. Altman in connection with 
pending matters in New York delayed your ability to turn your 
attention to these matters. You agreed to produce answers to 
the interrogatories before the end of the year. 

Regarding the continuing issue of your clients' 
unwillingness to provide the Subcommittee with documents 
concerning Amjad Awan and other BCCI matters which they 
contend are protected by the attorney-client privilege, you 
advised me that you were not personally handling this matter. 
Accordingly, you agreed to review the status of that 
situation and advise us of your clients' current position 
regarding it shortly. 

We also have yet to receive any response to Senator 
Kerry's request for further information concerning the 
representations you made to the Subcommittee that you were 
unable to determine who now represents BCCI in the United 


i 
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States. Again, Senator Kerry requests that you provide any 
information on which you relied in making representations to 
the Subcommittee that you could not determine who represented 
the liquidators as successors to BCCI. 

Finally, in the period since the previous set of 
questions, additional information has been received by the 
Subcommittee raising additional questions. These questions, 
to be answered under oath by Mr. Clifford and Mr. Altman, are 
enclosed. It would be appreciated if they could be provided 
the Subcommittee no later than January 15, 1991, regardless 
of any other legal activity that might take place 
concurrently • 

If you have any questions concerning this letter, please 
do not hesitate to contact me, or David McKean of this 
office. 


Sincerely, 


Enclosure 


Jonathan Winer, counsel 
Senator Kerry 
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Additional Questions To Mr. Clifford and Mr. Altman 


1.) Mr. Altman , do you know Mr. Mohammed Irvani? Did you 
hold a power of attorney for Mr. Irvani? On what occasions, 
if any, did you exercise that power? 

2) Mr. Clifford and Mr. Altman, do you know Mr. Bahman M. 
Irvani? Please describe any meetings or conversations you 
may have had with Mr. Irvani. 

3.) Mr. Altman, BCCI did not have a cash window in New York. 
The Subcommittee has received information that for several 
years, First American's cash windows were routinely used by 
BCCI on behalf of its customers, through the practice of BCCI 
employees obtaining cashier's checks on their behalf from 
BCCI and cashing them at First American. 

Were you ever made aware of this practice? If so, please 
specify when, by whom and under what circumstances. 

Please specify who at First American would have had the 
authority to approve this practice? 

4) Mr. Clifford and Mr. Altman, when was the last time that 
either of you had any contact with Mr. T. Betram Lance? 

Please describe that meeting or conversation. 

5) Mr. Clifford and Mr. Altman, in the summer of 1978, did 
you have a meeting at the Quadrangle apartments in London? 

Who were the participants in that meeting? What was 
discussed? 

6) Mr. Altman, during the course of the Financial General 
takeover battle and acquisition in the period 1978-1981, did 
you ever discuss BCCI with any representative of the United 
Arab Emirates Embassy? Please provide the date and describe 
the conversation. 

7 ) Mr. Clifford and Mr. Altman, did you meet with Mr. 
Darwaish in June, 1978 in London in his personal residence? 

If so, please describe who was present at the meeting, 
and what was discussed. 

8) Mr. Altman, did you meet with Mr. Darwaish in London in 
August, 1978? If so, please identify any individuals who were 
at any such meeting, and the substance of what was said 
during the meeting. 

9) Mr. Clifford and Mr. Altman, in 1978 did you ever discuss 
with anyone the possibility of ICIC purchasing a stock 
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interest in CCAH? If so, please identify any individuals with 
whom this was discussed, the dates of any such 
communications, and the substance of any communications 
regarding this issue. 

10) Mr. Clifford and Mr. Altman, have you maintained bank 
accounts in any bank or branch located in the Caribbean, 

Latin America, or South America at any time since January 1, 
1986? If so, please identify each such account, the bank in 
which any such account was held, the location of the bank, 
the amounts held in such accounts, the date each such account 
was opened, and the date each such account was closed. 

11) Recently, Senator Orrin Hatch has stated that Mr. Altman 
prepared the statement he read on the Senate floor in 
February, 1990, praising BCCI and its plea agreement with the 
Justice Department . 

Please identify any individuals who contributed to the 
writing and preparation of this statement, and their 
individual role in regards to this statement. 

Please provide legal time sheets for any activities by 
any partner or associate at your law firm in connection with 
its representation of BCCI and contacts with Senator Hatch or 
any other Senate office in the period January 1, 1990 through 
March 31, 1990. 

Please provide all documents, including correspondence, 
pertaining to communications with Senator Hatch, as well as 
any other Senate or Congressional office, in connection with 
the BCCI plea agrement, or any other matter relating to BCCI 
in the period January 1, 1990 through March 31, 1990. 

12) Mr. Altman, have you ever had any contacts with Manzur 
Hourani? If so, please specify. Please also describe any 
communications you may have had with anyone concerning Manzur 
Hourani . 

For identification. Senator Hatch has recently stated 
that Mr. Altman recommended that he contact BCCI on Mr. 
Hourani *s behalf in 1990. 

Please provide copies of all documents referring to Mr. 
Hourani • 

13) Mr. Clifford, in 1978, you went to the funeral of 
President Houari Bomediene in Algiers, Algeria, as part of 
the United States delegation. 

During this foreign trip, did you have any 
communications with anyone regarding any matter involving 
BCCI? If so, please specify. 
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During this trip, did you meet with Kamal Adham or any 
representative of Sheik Zayed of Abu Dhabi? If so, please 
describe any conversations you may have had. 

14) Hr. Altman, did you authorize or approve the retention of 
the investigative firm of Philip Manuel for any purpose in 
connection with BCCI? 

If so, please specify the date of the retention, the 
services performed by Philip Manuel, and the names of all 
individuals and entities investigated by Philip Manuel in 
connection with BCCI. 
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Cliff ord/Altman 


1) Mr. Altman, when did you first meet Mr. Abdullah Darwisch 

2) Mr. Altman, where and how did you meet him? 

3) Mr. Altman, in the 1978 takeover attempt, did you obtain 
any document from Sheikh Sultan authorizing you to act 
for him in the takeover? If so, please provide the 
Committee with a copy of all such documents. 

4) Mr. Altman, in the SEC 13D filed by Sheikh Sultan March 
17, 1978, filed by Clark Clifford, Esq, it is set forth 
that Sheikh Sultan paid almost $4,000,000 for his F6B 
shares and that "such funds were supplied by the 
undersigned from his personal resources," that he 
"determined independently to make an equity investment in 
the company, " and no other person has an economic 
interest in the shares of common stock beneficially owned 
by the undersigned..." 

Please describe the full extent of your inquiry and 
search to ascertain the truth and accuracy of these 
statements. Please provide the Committee with a copy of 
all documents reflecting these inquiries and any 
responses thereto. 

5) Mr. Altman, did you meet Mr. Darwisch during the two days 
prior to his testimony before Judge Gasch in the civil 
suit involving the Middle Eastern Investors and FGB in 
1978? If so, where and for what purpose? 

6) Mr. Altman, prior to Mr. Darwisch' s deposition testimony 
in the civil suit involving the Middle Eastern Investors 
and FGB, did you at any time advise him on what questions 
might be asked and how to answer them? 

7) Mr. Altman, please identify any attorney who represented 
Mr. Darwisch during his deposition testimony in the civil 
suit. 

8) Mr. Altman, Mr. Darwisch testified that he "did not act 
for any member of the Royal family except Mohammed, " and 
that he "didn't have the power to decide investments for 

. any member of the Royal family except Mohammed, " from 

that point until the public tender offer was completed in 
April, 1982. Did you have any information by April 1982, 
to indicate that he had misrepresented or untruthfully 
characterized his authority or position to act for Sheikh 
Zayed? 
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9) Mr. Altman, did you ever learn that Mr. Darwisch, during 
the time of the FGB purchases and acquisition, from 1977 
to 1982, had full power to "oversee his (Zayed's) 
wealth", "manage the daily transactions of the Sheikh's 
millions", and "had no boundaries to his authority to 
invest the Sheikh's funds?" If so, when and how? 

10) Mr. Altman, were you aware at the time of the tender 
offer in April, 1982 that Mr. Darwisch had been dismissed 
as Chairman of the Department of Personal Affairs of 
Sheikh Zayed in January? If not, when did you first 
become aware of his dismissal? How? 

11) Mr. Altman, did you have personal, direct communication 
with Mr. Darwisch at any time in the six months prior to 
filing the documents with the SEC on his behalf in March, 
1982? 

12) Mr. Altman, were you aware at any time prior to the 
completion of the tender offer in April, 1982 that Mr. 
Darwisch was under arrest for fraud? 


13) Mr. Clifford, after the Washington Post reported in 
August 1981 that Mr. Darwisch had been under house arrest 
at the time of the Federal Reserve hearing, did you write 
a letter to the Editor of that newspaper complaining 
about inaccuracies in the story? If so, please provide 
the subcommittee a copy of that letter. 

14) Mr. Clifford, were you Chairman of the Foreign 
Intelligence Advisory Board between April 1963 and 
February 1968? 

15) Mr. Clifford, what were your responsibilities as Chairman 
of the Foreign Intelligence Advisory Board? 

16) Mr. Clifford, did you maintain contacts in the 
intelligence community after you left the Foreign 

„ Intelligence Advisory Board? If so, with whom? 

17) Mr. Clifford, did you ever advise President Carter on 
intelligence matters or any foreign policy issue? If so, 
please specify. 

18) Mr. Clifford, Mr. Adham and the other investors from 
various Middle Eastern countries were involved with the 
takeover of Financial General at approximately the same 
time as the Camp David Accords were being negotiated — 
Was this a coincidence or was there a connection? Were 
you aware of any contacts Mr. Adham may have had with 
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either the US6 or Anwar Sadat? If so, what was your 
source for this information? 

19) When and where did you first meet Mr. Kamal Adham? What 
was the purpose of the meeting? Who else was present? 

20) Mr. Clifford, do you know if Mr. Adham was involved in 
"brokering" the Camp David Accords through acting as a 
liason to Anwar Sadat? 

21) Mr. Clifford, in your testimony before the House you 
stated that "I learned from others that our intelligence 
operations had a very high opinion of him [Kamal Adham] • 
They felt he had cooperated exceedingly well with the 
United States . " 

With whom in the intelligence community did you discuss 
Mr. Adham? 


22) Mr. Altman, you discussed in your prepared remarks before 
the House Banking Committee the fact that there were 
extensive, independent investigations where various 
Federal agencies assisted the federal Reserve and state 
bank regulators. What do you Understand to have been the 
extent of the CIA's investigation into the backgrounds of 
the investors? 


23) Mr. Clifford, do you believe that Mr: Adham's past 
intelligence ties should have had any impact on his 
ability to serve as a major shareholder in Washington's 
largest financial institution? 

24) Mr. Clifford, did you ever discuss any issue of Middle 
East policy, or U.S. foreign policy, with any of the 
foreign shareholders or officers of BCCI? If so, please 
identify the issue, the individual with whom you 
discussed the issue and the date of each such discussion. 

25) Mr. Clifford, do you have any information to lead you to 
believe that BCCI was ever used as an instrument of the 
foreign policy of any of the Middle Eastern governments 
involved with the bank? 

26) Mr. Clifford, since 1981, have you ever met with 
Executive Branch officials and made recommendations on 
any U.S. policy towards any Middle Eastern state on any 
matter? If so, under what circumstances? Please 
identify the substance of each such communication and the 
identities of each party to such communications. 
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27) Mr. Clifford and Mr. Altman, how many of the original 
investors in FGB had you actually met by the tijne of the 
takeover of FGB in 1982? Please specify each by name and 
the date of each such meeting. 

28) Mr. Altman, please specify which of the investors had 
provided you with power of Attorney at any time. If you 
retain any documents reflecting such power, please 
provide them to the Committee. 

29) Mr. Clifford and Mr. Altman, who asked you to represent 
the investors whom you had never met? 

30) Do either of you know Mr. Bruce Rappaport? Have either 
of you ever met with Mr. Rappaport? 

31) Do either of you know Mr. Alfred Hartman? On how many 
occasions have you met with Mr. Hartman? Please specify 
the locations, dates, and substance of each such meeting. 

32) Do either of you know Mr. Robert Magness, the chairman of 
TCI? If so, please identify any communications you may 
have had, including the date, substance, and parties to 
all such communications . 


33) Mr. Altman, in your September 11 appearance before the 
House Banking Committee you testified that "As we were 
considering expansion possibilities, we learned that the 
owner of NBG, Gaith Pharaon, was in financial difficulty 
and might be willing to sell the bank." Please identify 
any sources who provided you with this information. 

34) Mr. Altman, in that same testimony you stated that "in a 
conversation with Mr. Abedi, whom we knew to be an 
associate of Mr. Pharaon, we explained First American's 
interest in purchasing the bank if it were to be sold." 
When and where did you have that conversation? 

35) Mr. Altman, prior to completing the purchase of NBG by 
First American, had you ever learned that Mr. Pharaon was 
an associate or a client of BCCI? What did you know 
about Mr. Pharaon' s relationship with BCCI? From what 
sources? Please provide any documents referring to such 
information . 

36) Mr. Altman, what information did you have at the time 
concerning the extent of Mr. Pharaon 's prior banking 
experience? Please provide any documents referring to 
such information. 
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37) Mr. Altman, did you ever learn that Mr. Pharaon was in 
financial difficulty? If so, when and from whom? What 
were you told? Please provide any documents referring to 
such information. 

38) Mr. Altman, which of the annual BCCI conferences did you 
attend? 

39) Mr. Altman, the list of other attendees at the BCCI 
annual conferences, as noted, for example, at the Vienna 
conference in 1984, included representatives from the 
National Bank of Georgia. 

At the time, what did you understand the reason to be 
that representatives from the National Bank of Georgia 
were in attendance? 


40) Mr. Clifford, did you attend the opening of a Florida 
agency of BCCI in February, 1986? 

41) Mr. Clifford, while in Florida in February, 1986, did you 
meet with Mr. Roy Carlson, President of the First 
National Bank of Georgia, and Mr. Abedi to discuss the 
possible takeover of NBG by First American? 

42) Mr. Clifford, who else was at that meeting? 

43) Mr. Clifford, what did Mr. Abedi say at that meeting? 

44) Mr. Altman, you stated in your prepared testimony before 
the House that "our analysis of NBG revealed that it had 
adopted or practiced many of BCCI's banking concepts when 
it was owned by Mr . Pharaon • " Please provide a copy of 
this analysis. What information did you have at the time 
of the NBG tender offer regarding BCCI's involvement with 
NBG? 

45) Mr. Altman, who hired Charlie Jones to lobby the Georgia 
legislature in order to have the law changed so that 
First American could acquire NBG? 

46) Mr. Altman, who paid Mr. Jones? 

47) Mr. Altman, did you ever learn how much was expended on 
the lobbying campaign to pursuade the Georgia legislature 
to change the banking law in that state? If so, from 
whom and when? 

48) Mr. Altman, Roy Carlson has stated that he believes there 
may have been some excesses in the Georgia lobbying 
campaign — Do you agree? If so, please be specific 
about where those excesses occurred. 
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49) Mr. Altman, in a deposition you gave on June 23, 1988 in 
a civil suit filed by the Minority shareholders against 
Virginia Bankshares, you said the following: "Well, the 
cost of the National Bank of Georgia transaction was 
approximately $255 million." 

Please specify how you arrived at this figure. 

50) Mr. Clifford and Mr. Altman, you had numerous meetings 
with Mr. Abedi leading up to the takeover of NBG — did 
Mr. Abedi ever state to you what factors led to the 
selection of NBG as a takeover target? Please provide 
any documents reflecting any communications by Mr. Abedi 
regarding the NBG takeover. 

51) Mr. Altman, which law firm represented First American in 
the takeover of NBG? Which law firm represented NBG? 


52) Mr. Clifford and Mr. Altman, in your testimony before the 
House, you stated that you were advised by counsel to 
approach BAII for a personal loan. Why were you advised 
to seek a loan from a foreign bank? 

53) Mr. Clifford and Mr. Altman, were you aware at that time 
that BCCI and BAII shared directors? 

54) Mr. Altman, are you familiar with an entity, "Land S 
Commodities?" If so, please specify any information you 
may have about this entity and any ties it may have to 
BCCI, CCAH, or any shareholders, officers, or employees 
of either entity. 


55) Mr. Altman, when and where did you first meet Mr. Awan? 

56) Mr. Altman, how large was the staff of BCCI's Washington 

- Rep office during the 1980's? 

57) Mr. Altman, how many of those individuals did you meet? 
Please list the names of the individuals and specify the 
persons with whom you had regular contact. 

58) Mr. Altman, what was Mr. Awan's function at: the BCCI 
Washington Representation Office? 

59) Mr. Altman, in response to the Senate Foreign Relations 

subpoena in July, 1988, to Awan and BCCI, who conducted 

the search for relevant documents? Please describe your 
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meetings in connection with this search and any 
statements you made to Mr. Awan or he made to you. - 

60) Mr. Altman, in which institutions or bank branches did 
you search for documents? Did you review the documents 
that were produced? 

61) Mr. Altman, did you review documents in London involving 
the assets of General Noriega at BCCI? If so, when? Did 
those documents contain references to BCCI's account at 
First American in Washington? 

62) Mr. Altman, at the time, were you aware that the BCCI 
Washington Representative office maintained an account 
with First American? 

63) Mr. Altman, did you instruct either BCCI or First 
American to review that the BCCI account at First 
American for transactions or cancelled checks related to 
General Noriega? 

64) Mr. Altman, did you ever undertake any steps to prevent 
Mr. Awan from testifying before the Subcommittee? 

65) Mr. Altman, did you ever discuss the removal of BCCI 
documents from the United States and placememt overseas? 


66) Mr. Altman, one of the main tenets of the plea agreement 
was the pledge by BCCI to cooperate with the Justice 
Department. I have a memo from B.A. Palkhiwala dated 
March 1, 1990 titled "status report on Miami Agency 
License " . The memo is to Mr . Naqvi , but you are copied . 


The memo discusses a conversation that Mr. Palkhiwala, 

Mr. Wechsler and Mr. Baldwin concerning how to deal with 
the IRS. Mr. Palkhiwala notes that he and the others 
"that cooperation had already begun." What was the 
nature and extent of that cooperation? 

In that same memorandum, Mr. Palkhiwala notes "On the one 
hand, we have the U.S. Justice Department, the U.S. 
Attorney's Office and the Federal and State Regulators, 
confirming the progress of BCC the new professionalism 
« and the fact that the Bank is now considered to be a good 
corporate citizen. On the other hand, some government 
departments are hostile and refusing, by their actions to 
acknowledge this fact." Did Mr. Palkiwala's memo 
reflect your thinking at the time? On what was it based? 
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67) Mr. Altman, did you hire or authorize the hiring of any 
investigator or investigative firm for BCCI subseguent^to 
the bank's indictment in Florida? If so, please specify 
who or what those individuals or firms investigated. 

68) Mr. Altman, in your May 8, 1990 memo to the file you 
describe a discussion at the Federal Reserve with Mr. 
Rybeck and others in which you said that “testimony in 
the Tampa criminal proceedings by the government's chief 
witness appeared fully to rebut the Wall Street Journal 
contention that widespread money laundering was known and 
condoned at the highest levels of BCCI senior 
management. “ Please specify in detail what you told the 
Federal Reserve. Please provide all documents referring 
to this discussion. 


69) Mr. Clifford, did you ever meet with Mr. Abedi in the 
presence of President Carter? Have you ever discussed 
BCCI or Mr. Abedi with Mr. Carter? 


70) Mr. Clifford and Mr. Altman, between 1978 and 1990, how 
many trips, approximately, did you make to Pakistan? 
Please specify the dates of each such trip, who paid for 
each trip, and who you met with on each such trip. 

71) Mr. Altman, did you or your firm represent any entity in 
litigation involving Attock Oil at any time? If so, 
please specify the nature and extent of each such 
representation . 

72) Mr. Altman, in a letter to Robert E. Manion, Associate 
General Counsel of the Federal Reserve, dated May 9, 

1978, three months after the Attock oil takeover, you 
wrote : 

"We understand that prior to the commencement of the 
litigation referred to on the first page of the April 7 
letter, there was no relationship of any kind between 
Sheik Kamal Adham, Faisal Saud Al Fulaij , Sheik Sultan, 
Darwisch and Sheik Mohammed " 

Did you subsequently learn that Mr. Fulaij and Mr. Adham 
had combined months before the Financial General takeover 

^ to take over Attock oil? If so, when and from what 
source? 

73) Mr. Clifford, we asked you to provide documentation of 
your statement before the House Banking Committee that 
"the law firm of Clifford and Warnke was retained at the 
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express request of the of the shareholders to serve as 
general counsel to First American. " _ 

Your counsel provided us with a letter dated March 8, 

1985 in which Mr. Adham stated, "At the time we gained 
control of the Company I expressed to you that it was the 
will of the Shareholders that your law firm should 
takeover the legal representation of each of the member 
Banks. You suggested that this be delayed until a 
reasonable period has been allowed for the transition 
from old ownership to the new. 

"It is now almost three years since we gained control, 
and we see no reason for further delay in complying with 
our wish in this regard." 

Who represented the shareholders between the takeover and 
March 8, 1985? 

Why did Mr. Adham wait three years before expressly 
retaining the law firm of Clifford and Warnke? 


74) Mr. Altman, are you familiar with ICIC? If so, please 
identify the nature of ICIC, its purpose, ownership, and 
its assets, to the extent you have information on these 
matters . 

75) Mr. Altman, did First American ever purchase or hold a 
certificate of deposit with ICIC? 

76) Mr. Altman, on what date was the CD purchased? 

77) Mr. Altman, what was the amount of the CD? 

78) Mr. Altman, on whose recommendation was this transaction 
made? With whom at ICIC was it discussed? Was it 
discussed with anyone at BCCI? Please provide all 
documents referring to this transaction. 

79) Mr. Altman, who at First American evaluated the credit 
worthiness of ICIC? How was the evaluation conducted? 

80) Mr. Altman, in which jurisdictions, if any, was ICIC 
licensed as a deposit-taker? 


81) Mr. Altman, when did you first become aware of Munther 
Bilbeisi and his connections to BCCI? 
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82) Mr. Altman, when did you first become aware that the 
Miami branch office may have been involved in illegal 
dealings with Mr. Bilbeisi? 


83) Mr. Altman, you have testified that you never met Mr. M. 
M. Hammoud. Have you ever spoken to Mr. Hammoud by 
phone? 

84) Mr. Altman, did you correspond with Mr. Hammoud in the 
period of 1978-1990? If so, please provide all documents 
referring to Mr. Hammoud, or including Mr. Hammoud, to 
the Committee. 

85) Mr. Altman, did you ever discuss Mr. Hammoud with any 
member of the United States Congress between 1980 and 
August, 1991? If so, please specify when, where and with 
whom those conversations took place. 

86) Mr. Altman, do you have any knowledge of meetings between 
any member of the United States Congress and Mr. 

Hammoud? If so, please specify any information you have, 
including the date and subject matter of such meetings. 

87) Mr. Altman, did you represent Mr. Hammoud in any 
transactions in the U.S.? Please specify each such 
transaction. 

88) Mr. Altman, in a February 16, 1990 memo to BCCI, Clifford 
and Warnke itemized "legal expenses for services rendered 
to BCCI July 1, 1989 through February 5, 1990." 

In that memo, on page three, you wrote that you held 
meetings with Congressional staffs and Senators. Please 
specify which staffs and which Senators you met with and 
the substance of each discussion? 

89) Mr. Altman, in that same paragraph of the February 16, 
1990 letter, you wrote "review of a "Dear Colleague" 
letter from Senator John Kerry to all members, and 

^ preparations or responses thereto." This reference to 
the Dear Colleague is apparently one sent concerning 
Senator Kerry's Bank Charter Revocaton bill, introduced 
in early 1990. Please provide copies of all documents 
you prepared in connection wtih that letter. 

90) Mr. Altman, in that same memorandum, you wrote that the 
firm reviewed BCCI accounts in Monte Carlo. Which 
accounts are you referring to? 
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91) Mr. Clifford and Mr. Altman, please specify each loan to 
bank shareholders, officers, directors at First American 
— and to shareholders, officers and directors of each 
holding company or subsidiary of First American ~ on a 
year by year basis during your tenure as Chairman and 
President, respectively, of the bank. 

92) Mr. Clifford and Mr. Altman, was Senator Mathias, a 
director of First American, advised of your purchase and 
sale of CCAH stock? If so, when? 

93) Mr. Clifford and Mr. Altman, in your written responses to 
questions from the House Banking Committee, you stated 
that "in the mid-1980's, Clifford and Warnke provided 
certain legal advice to Sheikh Hamal Adham in connection 
with a business venture unrelated to any banking 
matter. " Please provide the subcommittee with a 
description of the business venture. 

94) Mr. Clifford and Mr. Altman, according to written 
responses you provided the House Banking Commmittee, "In 
the mid-1980*s, Clifford and Warnke were asked by Mr. 
Abedi to identify possible opportunities for investment, 
in the form of corporate acquisitions, for Sheikh 
Zayed.” What potential investments did you identify for 
Mr. Abedi, who was acting in his capacity as investment 
advisor to Sheikh Zayed? 

95) Mr. Altman, what is Altman Productions? Please provide 
the incorporation papers for Altman Productions. 

96) Mr. Altman, you provided the subcommittee with a 
memorandum dated May 8, 1990, regarding a "meeting with 
Federal Reserve staff.” Who drafted this memorandum? 

When was this memorandum drafted? Were there 
contemporaneous notes taken at the meeting? 
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Senator John J. Kerry 
421 Russell Senate Office 
Building 

Washington, D.C. 20510 
Dear Senator Kerry: 

Enclosed please find affidavits of Robert A. Altman 
and Clark M. Clifford responding to the remaining questions 
posed in your letter dated November 15, 1991 and Mr* Winer's 
letter dated December 11, 1991. 


Certain of the questions requested production of 
documents as well as responsive information. We are in the 
process of collecting responsive material, which we will for- 
ward under separate cover. 

As with the questions answered by Messrs. Clifford 
and Altman in the affidavits submitted on January 17, 1992, 
many of the matters which are the subject of the questions 
posed transpired more than a decade ago. In addition, it 
would appear that many of the questions are predicated upon 
specific documents or information with which we are not famil- 
iar. Messrs. Clifford and Altman therefore have not had the 
opportunity to review these documents in an effort to refresh 
their respective recollections of the matters under review. 


Sincerely, 

Robert S. Bennett 


Carl S. Rauh 


Enclosures 



AFFIDAVIT OF ROBERT A. ALTMAN 


I, -Robert -A. Altman, being duly sworn, do depose and 
state as follows: 

I am providing this affidavit at the request of 
Senator John F. Kerry, Chairman of the Subcommittee on 
Terrorism, Narcotics and International Operations of the Senate 
Foreign Relations Committee. By letters to my counsel, Robert 
S. Bennett, dated November 15, 1991 and December 11, 1991, my 
responses were sought to certain questions in connection with 
the hearings held before the Subcommittee. Many of those 
questions, including those answered below, seek detailed 
information about conversations and events which occurred as 
many as fourteen years ago. The answers herein reflect my 
recollections of the matters under review, and are provided to 
the best of my knowledge and belief. 

With respect to questions posed in December 15, 1991 
letter from Senator John F. Kerry, Chairman, Senate 
Subcommittee on Terrorism, Narcotics and International 
Operations to Robert S. Bennett, Esq., the answers are as 
follows: 

1. To the best of my recollection, I first met Mr. 
Abdullah Darwaish in 1978 in connection with the Financial 
General Bankshares ("FGB") legal proceedings. 
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2. / I do not specifically recall where I first net 
Mr. Darwaish, or how the meeting was arranged. 

3. I do not recall obtaining such a document 
fourteen years ago. 

A. I do not recall the inquiry made in connection 
with the statements reflected in the Schedule 13D filed on 
behalf of Sheikh Sultan on March 17, 1978 — approximately 
fourteen years ago. To the best of my recollection, this 
Schedule was drafted by attorneys at Wachtell, Lipton, Rosen & 
Katz ("Wachtell, Lipton"), who were serving as co-counsel in 
connection with the Securities and Exchange Commission's 
("SEC") investigation and the FGB litigation. I understand 
that there was testimony during depositions in the FGB 
litigation concerning these issues. 

5. I do not recall Mr. Darwaish testifying before 
Judge Gasch in the FGB litigation. Please also see my response 
to question 6 below. 

6. I do not specifically recall discussions with Mr. 
Darwaish that occurred fourteen years ago, and have not been 
authorized to* waive any attorney-client privilege that may be 
applicable to such conversations. I have a practice of meeting 
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with clients prior to their* depositions in civil setters. I 
believe I would have followed this practice with regard to Nr. 
Darwaish, although I do not specifically recall. It is also ay 
practice to advise clients always to tell the truth in their 
testimony. I believe I would have made a similar statement to 
Mr. Darwaish prior to his deposition. As indicated in his 
affidavit y Michael Schwarts of Wachtell, Lipton assisted in 
preparing Mr. Darwaish for his deposition. 

7. To the best of my recollection, Mr. Darwaish was 
represented at his deposition on September 19 and 20, 1978 by 
Steven M. Barna of Wachtell, Lipton and me. 

8. To the best of my recollection, I did not have 
any information by April 1982 that Mr. Darwaish had 
misrepresented or untruthfully characterized his authority or 
position to act for Sheikh Zaied. I understand that Mr. 
Darwaish testified in the FGB litigation that he acted as 
investment advisor to Sheikh Zaied, and that as Chairman of 
Sheikh Zaied' s Personal Department he supervised Sheikh Zaied' s 
investments. 
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9. I do not* recall the context in which the quoted 
remarks contained in this question appeared. As I explained in 
my answer to the previous question, I understand that Mr. 
Darwaish testified in the FGB litigation that he served as an 
investment advisor to Sheikh Zaied and, in his capacity as the 
Chairman of Sheikh Zaied 's Personal Department, he supervised 
Sheikh Zaied 1 s investments. 

10. To the best of my recollection, I was not aware 
at the time of the tender offer that Mr. Darwaish had been 
dismissed as Chairman of the Department of Personal Affairs of 
Sheikh Zaied. I believe I learned of this in 1982, but I do 
not recall the date, nor do I recall how I first became aware 
of it. 


11. I do not recall whether I had any personal 
direct communication with Mr. Darwaish during the six months 
prior to March 1982. 

12. To the best of my recollection, I was not aware 
prior to the completion of the tender offer that Mr. Darwaish 
had been placed under house arrest for fraud. I do not recall 
the date I learned of this, nor do I recall how I first became 
aware of it. 
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* * * 

With respect to the questions nuabered 6 through 14, 
renumbered 101 through 110 for purposes of this affidavit, 
posed in the December 11, 1991 letter from Jonathan Winer, 
counsel to Senator Kerry, to Robert S. Bennett, Esq., the 
answers are as follows: 

101. (renumbered question 5). I have no 
recollection of a residential establishment by the name of the 
"Quadrangle apartments" or of having met there in connection 
with the FGB litigation. 

102. (renumbered question 6). I do not recall any 
such discussion. 

103. (renumbered question 7). I recall having met 
with Mr. Darwaish in connection with the FGB litigation, but I 
do not specifically recall the date or location of, or 
discussions during the meeting(s), which may have occurred as 
much as fourteen years ago. To the best of my recollection, 
Mr. Clifford was present at a meeting with Mr. Darwaish and me. 
I understand that there was testimony during the course of 
depositions in the FGB litigation regarding a June 1978 meeting 
with Mr. Darwaish. 
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104. (renumbered question 8). As indicated in 
response to the question above, I recall having met with Mr. 
Darvaish in connection with the FGB litigation, but I do not 
specifically recall the date or location of, or discussions 
during, the meeting(s), which may have occurred as long as 
fourteen years ago. I understand that there was testimony 
during the course of depositions in the FGB litigation 
regarding meetings with Mr. Darwaish. 

105. (renumbered question 9). The possibility of 
ICIC purchasing stock in CCAH was discussed with attorneys at 
Wachtell, Lipton and possibly with Mr. Abedi of BCC1. It also 
was discussed with representatives of the SEC in the course of 
settlement discussions leading to the entry of consent 
judgments against the original investors. ICIC's possible 
status as a CCAH shareholder also was discussed with 
representatives of the Federal Reserve Board. I understand my 
counsel is providing to the Subcommittee a copy of the SEC 
consent judgment with respect to Kamal Adham, and a 
November 24, 1978 letter to Mr. Lloyd M. Bostian, Jr. of the 
Federal Reserve Bank of Richmond, both of which reference the 
possible ICIC ownership of an equity interest in CCAH. 
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106. (renumbered question 10). I did not Maintain a 
bank account in any bank or branch located in the Caribbean, 
Latin America or South America at any tine since January 1, 
1986. However, I note that at.BCCI's direction paynents nade 
with respect to borrowings from BCCI in connection with my CCAH 
stock purchases were paid into an account at BCCI (Overseas) in 
the Grand Caymans. BCCI may have maintained records regarding 
those borrowings in the Grand Caymans. 

107. (renumbered question 11). I am not familiar 
with Senator Hatch's comment, to which the question refers. 
Information regarding BCCI and the Tampa plea agreement was 
furnished to Senator Hatch by me and, to the best of my 
recollection, by Messrs. E. Lawrence Barcella, Larry Wechsler, 
and Raymond Banoun, who served as counsel to BCCI. I do not 
recall the specific role of each attorney involved, except that 
all sought to ensure that the information and work product 
supplied to Senator Hatch was complete and accurate. 

108. (renumbered question 12). To the best of my 
recollection, I never had any contact with Mr. Hourani. I do 
not recall any communications with anyone concerning Mr. 
Hourani . 


7 



703 


110. (renumbered question 14). To the best of my 

recollection, Philip Manuel was hired by the Florida law firm 
of Holland & Knight, counsel to BCCI, following the Tampa 
indictment in October 1988, in connection with an internal 
investigation by BCCI into the Bilbeisi coffee matter. To the 
best of my recollection, Philip Manuel was also retained by 
defense attorneys in the BCCI case in Tampa. I may have 
participated in the decision to retain the firm of Philip 
Manuel, but do not recall discussions regarding this matter. I 
do not specifically recall the date when the firm of Philip 
Manuel was retained, except that it was after October 8, 1988. 
I do not recall the individuals or entities investigated. I 
believe, however, that in connection with the Bilbeisi matter, 
Philip Manuel investigated the activities of certain BCCI 
officers, including Mr. Abdur Sakhia. 

feobert A. Altman 

Subscribed and sworn to before me 
this day of January, 1992. 
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AFFIDAVIT OF CLARK M. CLIFFORD 

I, Clark M. Clifford, being duly sworn, do depose and 
state as follows: 

I am providing this affidavit at the request of 
Senator John F. Kerry,- Chairman of the Subcommittee on 
Terrorism, Narcotics and International Operations of the Senate 
Foreign Relations Committee. By letters to my counsel, Robert 
S. Bennett, dated November 15, 1991 and December 11, 1991, my 
responses were sought to certain questions in connection with 
the hearings held before the Subcommittee. Many of those 
questions, including those answered below, seek detailed 
information about conversations and events which occurred as 
many as fourteen years ago. The answers herein reflect my 
recollections of the matters under review, and are provided to 
the best of my knowledge and belief. 

With respect to the questions numbered 5, 7, 9, 10 
and 13, renumbered 10, 103, 105, 106 and 109 for purposes of 
this affidavit, posed in the December 11, 1991 letter from 
Jonathan Winer, counsel to Senator John F. Kerry, to Robert S. 
Bennett, Esq., the answers are as follows: 
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101. (renumbered question 5). I have no 
recollection of an establishment by the name of the "Quadrangle 
apartments" in London, or of having met there in connection 
with the FGB litigation. 

103. (renumbered question 7). I recall having met 
with Mr. Darwaish in London in connection with the FGB 
litigation, although I do not specifically recall the location, 
the date or the substance of that meeting. To the best of my 
recollection, Mr. Altman was present at that meeting. 

105. (renumbered question 9). I do not specifically 
recall discussions concerning the possibility of ICIC 
purchasing a stock interest in CCAH. I understand that my 
counsel is providing to the Subcommittee copies of certain 
documents relating to this issue. 

106. (renumbered question 10). I have not 
maintained a bank account in any bank or branch located in the 
Caribbean, Latin America or South America at any time since 
January 1, 1986. I note that at BCCl's direction payments made 

' with respect to borrowings from BCCI in connection with my CCAH 
stock purchases were paid into an account at BCCI (Overseas) in 
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the Grand Caymans. BCCI may have maintained records regarding 
those borrowings in the Grand Caymans. 

109. (renumbered question 13). I do not recall any 
communications with anyone regarding BCCI during my 1978 trip 
to Algiers* Algeria as part of the United States delegation 
attending the funeral of Algerian President Houari Boumediene. 
I also do not recall meeting with Kamal Adham or any 
representative of Sheikh Zaied during that trip. 



Subscribe^ and sworn to before 
this 77 ^ day of January* 1992. 
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AFFIDAVIT OF ROBERT A. ALTMAN 


I, Robert A. Altman, being duly sworn, do depose and 
state as follows: 

I am providing this affidavit at the request of 
Senator John F. Kerry, Chairman of the Subcommittee on 
Terrorism, Narcotics and' International Operations of the Senate 
Foreign Relations Committee. By letters to my counsel dated 
November 15, 1991 and December 11, 1991, my responses were 
sought to certain questions in connection with the hearings 
held before the Subcommittee. Many of those questions, 
including certain of those answered below, seek detailed 
information about conversations and events which occurred as 
many as fourteen years ago. The answers herein reflect my 
recollections of the matters under review, and are provided to 
the best of my knowledge and belief. 

With respect to questions posed to me in the 
November 15, 1991 letter from Senator John F. Kerry, Chairman, 
Senate Subcommittee on Terrorism, Narcotics and International 
Operations to Robert S. Bennett, Esq., and Carl S. Rauh, Esq., 
the answers are as follows: 
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22. I have no personal knowledge of the extent of the CIA's 
investigation into the backgrounds of the investors. 
Reference to such an investigation was made by Virgil 
Mattingly, General Counsel of the Federal Reserve, and 
others before Congressional committees in 1991. 

27. At the time the tender offer for Financial General 
Bankshares ( "FGB" ) was concluded in April 1982, I 
personally had met Sheikh Kamal Adham, Faisal Fulaij, 
Abdullah Darwaish, Abdul Khalil and El Sayed el Jawhary. 
Sheikh Adham and Messrs. Fulaij, Khalil and Jawhary were 
present for the April 23, 1981 hearing before the Federal 
Reserve Board. As noted in my answers to Question 1 
(from the November 15, 1991 letter from Senator Kerry to 
Robert S. Bennett and Carl S. Rauh) and Question 103 
(renumbered Question 7 from the December 11, 1991 letter 
from Jonathan Winer to Robert S. Bennett), I recall 
having met with Mr. Darwaish in 1978 in connection with 
the FGB litigation. I also was present for the 
depositions of Mr. Darwaish, Mr. Fulaij and Sheikh Adham 
taken in connection with the FGB litigation. I do not 
specifically recall the dates of meetings with the 
shareholders named above prior to the acquisition of FGB. 
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28. Over the years I received powers of attorney from various 
of the CCAH shareholders that enabled me to act on their 
behalfs for certain purposes. 

29. Clifford & Warnke and the New York law firm of Wachtell, 
Lipton, Rosen & Katz were asked by Mr. Agha Hasan Abedi, 
on behalf of the investors, to represent their legal 
interests in connection with the FGB proceedings. 

30. I do not recall ever having met Mr. Rappaport. 

31. It is my understanding that Mr. Alfred Hartman served as 
a member of the Board of Directors of BCCI. In 1989, I 
appeared before the BCCI Board to report on legal 
proceedings in the United States. Although I do not 
specifically recall, Mr. Hartman may have been present. 
Although I do not specifically recall, it is also 
possible that I saw Mr. Hartman on other occasion (s) at 
the BCCI offices, or at a BCCI annual conference. I do 
not recall meeting individually with Mr. Hartman. 

32. I do not recall ever having met or communicated with Mr.. 
Magness. 
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33. I do not recall the initial source(s) of this 

information. I believe that Dr. Pharaon's financial 
difficulties were discussed with, among others, Mr. Abedi 
and Mr. Amer Lohdi. I also believe that reports of Dr. 
Pharaon's financial difficulties appeared in news 
articles. 

34. It is my understanding that Mr. Clifford recalls having 
such a conversation with Mr. Abedi on the telephone 
during the summer or early fall of 1985. It was this 
conversation which I referenced in my testimony before 
the House Banking Committee. 

35. Prior to completing the acquisition of National Bank of 
Georgia ( "NBG" ) by First American, I understood that Dr. 
Pharaon had been a shareholder of BCCI , as well as a 
customer and client of BCCI. It also was my 
understanding at that time that Dr. Pharaon received 
investment advice from Mr. Abedi and BCCI, and that Dr. 
Pharaon had a banking relationship with BCCI. I cannot 
specifically recall the initial source of this 
understanding. To the best of my recollection, the 
relationship between BCCI and Dr. Pharaon was discussed 
with Dr. Pharaon, Messrs. Abedi, Swaleh Naqvi, Lohdi, and 
others. 
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36. It was my understanding at the time of the N: 
acquisition by First American that, in addition to NB< 
Dr. Pharaon had invested in other banking properties ov 
the years. 

37. Yes, I did learn that Dr. Pharaon was in financi 
difficulty. As I explained in my response to Question : 
above, I do not specifically recall the initial source(: 
of this information. I believe that Dr. Pharaon 
financial difficulties were discussed with, among other; 
Messrs. Abedi and Lohdi. I do not specifically reca 
what I was told. I believe Dr. Pharaon’s financii 
difficulties also were reported in news articles. 

38. I attended three annual BCCI conferences — in Athens, 
Vienna, and in Luxembourg. 

39. I do not recall what my specific understanding was at tl 
time I attended a conference at which NBG representative 
were in attendance. I was generally aware that BCCI w« 
an investment advisor to Ghaith Pharaon, who owned NBG. 

44. It is my understanding that this question refers to tl 
acquisition of NBG by First American, not the tend* 
offer for NBG made by Dr. Pharaon in the late 1970's, 
do not believe that the analysis referred to in my quote 
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testimony was reduced to writing at the time. It was my 
understanding that BCCI rendered investment advice to Dr. 
Pharaon in connection with Dr. Pharaon's ownership of 
NBG. I also understood that a former BCCI officer 
previously had been a senior officer of NBG. Please also 
see my response to Question 35 above. 

45. It is my understanding that Mr. Jones was hired by NBG 
and/or one or more of its holding companies. 

46. It is my understanding that Mr. Jones was paid by NBG 
and/or one or more of its holding companies. 

47. The amounts paid to Mr. Jones by NBG and/or its holding 
companies in connection with NBG's effort to amend the 
Georgia banking laws were reviewed as part of the due 
diligence audits conducted by First American prior to 
acquiring NBG. This information was set forth in one or 
more reports compiled in the spring and/or summer of 1987 
under the direction of Robert G. Stevens, Chief Executive 
Officer of First American Bankshares, and Mr. Robert J. 
King, Senior vice President and Director of Audits of 
First American Bankshares. 

48. I am not familiar with Mr. Carlson's comment referenced 
in this question, nor am I aware of 
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remarks. While I am generally aware that sums ver 
expended by NBG and/or its holding companies i 
connection with their efforts to secure a change in th< 
Georgia banking laws, I am not aware of the precise 
nature and details of or justifications for thos 
expenditures. I therefore do not feel I am in a positioi 
to give an opinion on this matter. 

49. It is my understanding that the cash expenditure i: 
acquiring the National Bank of Georgia was less than $25 
million. It is possible that the transcript of thi 
deposition contains a typographical error, as the cas 
cost of acquiring the National Bank of Georgia wa; 
approximately $225 million. I note that in this saim 
deposition I testified that "we knew that we would nee< 
something over $200 million to complete the transactioi 
with the National Bank of Georgia." It is also possible 
that the figure of $255 million might be related to < 
"write-up" of assets following the acquisition. It is m; 
understanding that this "write-up" is not the same as th< 
cash actually expended in the purchase. 

50. I understand that this question refers to the acquisitioi 
of NBG by First American in 1987 r not the tender offei 
for NBG made by Dr. Pharaon in the late 1970’s. I not< 


7 


725 


that NBG was owned by FGB (First American's corporate 
predecessor) prior to the mid 1970's. I do not recall 
"numerous meetings" with Mr. Abedi "leading up" to the 
NBG acquisition by First American in 1987. First 
American — not BCCI or Mr. Abedi — selected NBG for 
acquisition. Accordingly, the premise of the question is 
incorrect. 

51. First American was represented by Milbank, Tweed, 
Hadley & McCloy in connection with the acquisition of 
NBG. Clifford & Warnke, serving as general counsel to 
First American, also represented First American. 
Wachtell, Lipton, Rosen & Katz also rendered legal advice 
to First American in connection with this transaction. 
To the best of my recollection, the National Bank of 
Georgia, its holding companies, and Dr. Pharaon were 
represented by Sutherland, Asbill & Brennan; White & 
Case; and Mr. John V. Whitbeck of Paris, France. 

52. In his testimony before the House Banking Committee, Mr. 
Clifford stated that we were advised by counsel to obtain 
financing in connection with our proposed investment in 
CCAH stock, not that we were advised specifically to 
approach BAII for a personal loan. ( See pages 89-90 of 
the transcript of the September 11, 1991 House Banking 
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Committee hearing). We first approached BAII because it 
was familiar with CCAH (having previously syndicated a 
$50 million loan to First American Corporation in 1982 in 
connection with the acquisition of FGB) , and with the 
investor group that owned CCAH. We expected, therefore, 
that BAII would understand the value of the CCAH stock 
that was to be used as collateral for our loans. We were 
unaware of any similarly situated domestic banks. 

53. I have been aware that Yves LeMarche served as a Director 
of both BCCI and BAII. I do not recall when I learned 
this information. 

54. To the best of my recollection, I have not heard of this 
entity. 

55. The earliest meeting with Mr. Awan that I can recall was 
in Washington, D.C. in connection with proceedings being 
conducted by the Subcommittee in 1988. While I do not 
have any recollection, it is possible that I met Mr. Awan 
earlier, as, for example, when he was first transferred 
to Washington to work in BCCI's Representative Office. 

56. I do not recall. 

57. I do not recall how many people I met from the BCCI 
Washington Representative Office staff. I recall having 
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met Sani Ahmad, Brian Jensen and Kathy Pyle. I also met 
other individuals, including two whom I believe were 
named S.M. Khan and M.M. Ahmed. To the best of my 
recollection, I did not have regular contact with any of 
the members of the BCCI Washington Office staff. 

58. 'I do not recall. 

59. The July 1988 Senate subpoena issued to "Mr. Awan" was 
directed to Mr. Khalid Awan, not Mr. Amjad Awan. The 
Subcommittee was informed that the subpoena had been 
misdirected, and in September 1988 a subpoena was issued 
to Mr. Amjad Awan. The search for relevant documents in 
response to the July 1988 Senate subpoena addressed to 
BCCI was conducted by BCCI personnel. It is my 
understanding that Mr. Awan participated in the search 
for documents. It is also my understanding that other 
counsel to BCCI has supplied to the Subcommittee a list 
of the personnel believed to have been involved in that 
search. 

Meetings were held in connection with the document 
production with BCCI employees in Miami in August 1988, 
and there were meetings between counsel and the 
Subcommittee staff. While I do not specifically recall, 
there may have been follow-up meetings with BCCI 
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employees on the matter in Washington, D.C. Among other 
things, each specification of the subpoena was carefully 
reviewed with BCCI personnel so that there was a full 
understanding of the documents subject to production. 
The responsive documents were to be collected by BCCI 
personnel and forwarded to Clifford & Warnke. Mr. Awan 
was involved in these discussions, along with other BCCI 
personnel. To the best of my recollection, we were 
informed that there were Noriega related BCCI accounts 
overseas. To the best of my recollection, Mr. Awan 
informed me, however, that there were no Noriega account 
records in the United States. Mr. Awan also expressed 
concerns about his personal safety, due to his 

relationship with General Noriega. I understand that Mr. 
Awan produced a few Noriega expense vouchers at his 
Senate deposition in September 1988. 

60. I did not personally search for documents in response to 
the Senate subpoena addressed to BCCI. I did review the 
documents collected by BCCI personnel which were produced 
to the Subcommittee in September 1988 in response to the 
referenced Senate subpoena. 

61. To the best of my recollection, I did not substantively 
review documents in London relating to Noriega assets at 
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BCCI . I recall attending a meeting in I believe the fall 
of 1988 between various outside counsel and BCCI 
officials in a BCCI conference room in London. I further 
recall that there was a stack of documents in the 

conference room at that time, which I believe were 
account records relating to General Noriega. To the best 
of my recollection, I did not substantively review those 
documents. I do not recall if I looked at the stack to 
ascertain the types of documents there. I recall seeing 
a letter signed by Noriega establishing an overseas 
account of the Panamanian Defense Forces, but do not 
recall when I saw that document. 

62. To the best of my recollection, I was aware of that 

relationship. 

63. In the spring of 1990, First American undertook an 

extensive audit of its business dealings with BCCI. As 
part of this audit, documents relating to Noriega were 
identified. First American was not subpoenaed by the 

Senate, and was not instructed to search BCCI account 
records for transactions or cancelled checks relating to 
General Noriega in response to any Senate subpoena. As 
noted in my response to Question 59 above, in August 1988 
the Senate subpoena addressed to BCCI was carefully 
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reviewed with BCCI personnel so that there was a full 
understanding of the documents subject to production by 
BCCI. It was my understanding that BCCI personnel 

searched for responsive documents. In response to a 
subsequent informal request by the Subcommittee, it is my 
understanding that BCCI specifically reviewed its account 
records with First American in Washington, D.C. In that 
regard, in 1990 BCCI requested that First American Bank, 
N. A. supply it with copies of BCCI's account records, in 
order to ensure that the complete universe of those 
records was available for review. First American 
complied with that request. 

64. Please see my testimony before the Subcommittee on 

October 24, 1991. ( See pages 232-235 of the transcript 
of October 24, 1991 hearing.) 

65. To the best of my recollection, I did not discuss with 
BCCI employees the removal of documents from the United 
States to any overseas location to prevent the production 
of subpoenaed documents. Although I do not specifically 
recall, I may have discussed this allegation with BCCI 
employees after it was made public. 

66. Regarding Mr. Palkhiwala's referenced memorandum, I have- 

not been able to locate a copy for my review, and 
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therefore cannot comment on its contents specifically. I 
do not recall discussing the contents of any such 
memorandum with Mr. Palkhiwala prior to its issuance. I 
do not know the factors on which Mr. Palkhiwala based his 
memorandum and, from the portions the Subcommittee has 
summarized in its question, do not recognize it as 
reflecting my own views. 

I did not personally deal with government officials 
concerning BCCI's cooperation under the plea agreement. 
I understood from BCCI counsel engaged in such dealings, 
however, that an effort was made to cooperate with the 
government, and that this encompassed the production of 
documents and information sought by various government 
officials. 

67. See my response to Question 110 (renumbered Question 14 
from the December 11, 1991 letter from Jonathan Winer to 
Robert S. Bennett). To the best of my recollection, an 
investigative firm was hired to assist the defense team 
in connection with the BCCI Tampa case. I do not recall 
how that decision was made. 

68. To the best of my recollection, during the May 8, 1990 
meeting reference was made to the testimony of Robert 
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Mazur, a witness for the prosecution in the Tampa case 
who had worked undercover in that case. Mr. Mazur 
testified at trial that one of the defendants had 
explained to him that the proposed transactions violated 
bank policies, were not known to their superiors at BCCI, 
and would not be supported by BCCI senior management if 
revealed. 

70. I did not visit Pakistan between 1978 and 1990. 

71. To the best of my recollection, neither I nor Clifford & 
Warnke have represented any entity in litigation 
involving Attock Oil. 

72. I note that in a footnote in the referenced May 9, 1978 
letter the word "relationships" is defined to include 
only "Financial General and the purchase of shares 
thereof." To the best of my recollection, subsequent to 
the acquisition of FGB by CCAH, I learned from 
representatives of Attock Oil that Sheikh Adham and Mr. 
Fulaij had an ownership interest in Attock Oil. I do not 
recall when they acquired that interest. 

74. I understand that ICIC is a Grand Cayman corporation with 
various subsidiaries. I do not presently have 
information concerning ICIC's purpose, owners, or assets. 
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I previously understood that ICIC was a financial 
institution that consisted in part of a charitable trust 
and a staff benefit fund for BCCI employees. I also 
understood that ICIC was a shareholder of BCCI. 

75. Yes. 

76. I understand that certificates of deposit ("CDs") were 
purchased from ICIC by CCAH in December 1986, and by 
First American Bankshares in January 1987 and May 1987. 

77. The amounts of the CDs referenced in response to question 
76 were approximately $29 million, $45 million, and $14 
million, respectively. 

78. I do not recall. Documents relating to this transaction 
suggest that Mr. Aijaz Afridi, Senior Vice President, 
International, at First American Bank of New York may 
have recommended the use of ICIC. I do not recall 
discussing the placements with anyone at BCCI or ICIC. 

79. I do not recall. I note that the CDs were all repaid in 

full, including both principal and interest, in 

accordance with their terms. 

80. I do not recall. 
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81. To the best of my recollection, I first became aware that 
Mr. Bilbeisi was a customer of BCCI in early 1990. 

82. To the best of my recollection, I first became aware of 
this allegation in early 1990. 

83. To the best of my recollection, I never spoke with 
Mohammed Hammoud by telephone. 

84. Yes. 

0 

85. To the best of my recollection, Mr. Hammoud was mentioned 

during conversations with Senator Orrin Hatch, but I do 
not recall the date(s) or location(s) of these 

discussion(s) . 

86. I understand that Senator Hatch has spoken with Mr. 
Hammoud concerning Middle East issues, but I do not have 
personal knowledge of any meetings between Senator Hatch 
and Mr. Hammoud. 

87. In the original application filed in 1979 with the New 
York Banking Department on behalf of CCAH and CCAI, Mr. 
Hammoud was identified as a potential shareholder of less 
than 5% of CCAH in the event the acquisition of FGB 
proceeded to completion. Mr. Hammoud ultimately did not 
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become a CCAH shareholder as part of the acquisition of 
FGB in 1982. 

88. The referenced February 16 f 1990 memorandum does not 
state that I held meetings with congressional staffs and 
Senators. Instead, it states that Clifford & Warnke 
offered "[continuing advice and consultation in 
connection with . . . meetings with Congressional staffs 
and Senatorst.]" To the best of my recollection, I 
attended one or more meetings with Senator Orrin Hatch, 
at which time BCCI's U.S. legal problems were discussed. 

90. The referenced February 16, 1990 billing statement to 

BCCI states that Clifford & Warnke provided general 
direction, supervision and advice regarding a number of 
matters, including account reviews in Monte Carlo. It 
does not state that Clifford & Warnke attorneys reviewed 
the Monte Carlo accounts. I was not personally involved 
in reviewing accounts in Monte Carlo, and do not 
presently know which accounts are referenced in the 
memorandum. 

91. I did not serve as President of any First American bank, 
but was President of First American Corporation. I do 
not have access to this information. The aggregate 
amount of such loans would be disclosed in the audited 
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financial statements of First American, which are 
publicly available. 

92. To the best of my recollection, I first discussed my CCAH 
stock investment with Senator Mathias in 1991. The 
Directors of CCAH were advised of and expressly approved 
Mr. Clifford's and my CCAH stock purchases in 1986. 
Senator Mathias was not a Director of CCAH, and had not 
yet joined the Board of First American Bankshares. The 
stock purchases and sales were reflected in First 
Americans annual filings with the Federal Reserve and 
various state regulators. The Federal Reserve filings 
are available to the public. 

93. Sheikh Kamal Adham sought legal advice in connection with 
a potential investment in a feature film project. 

94. I do not recall every potential investment studied. I 
recall that specific consideration was given to the 
acquisitions of Revlon and E.F. Hutton. 

95. Altman Productions, Inc. is a privately held family 
company that was established to engage in the business of 
television production in which members of the family were 
involved, including, for example, production of the 
television program "It's Academic." 
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96. The memorandum was drafted by Mr. J. Griffin Lesher 
shortly after the meeting took place. I do not know what 
contemporaneous notes were taken at the meeting. To the’ 
best of my recollect ion, one of the Federal Reserve 
officials took notes at the meeting. 

★ * * 

With respect to the questions posed to me in the 
December 11, 1991 letter from Jonathan Winer, counsel to 

Senator Kerry, to Robert S. Bennett, Esq., the answers are as 
follows: 

97. (renumbered Question 1.) To the best of my recollection, 

I never met Mr. Mohammed Irvani. I understand he was 
identified as Chairman of the Board and Managing Director 
of CCAH and CCAI in the applications filed before the 
Federal Reserve in 1978 and the New York State Banking 
Department in 1979. He was also identified as a proposed 
investor in CCAH in the referenced applications. 
Ultimately, however, he did not participate in the 
acquisition. To the best of my recollection, I did not 
hold a power of attorney for Mr. Irvani. 

98. (renumbered Question 2.) To the best of my recollection, 

I have never met Mr. Bahman M. Irvani. 
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99. (renumbered Question 3.) It is my understanding that the 
New York agency of BCCI used First American Bank of New 
York for certain banking services, including the cash 
windows. I do not recall who informed me of this 
particular matter. I am not familiar with the specifics 
of any such arrangements. To the best of my 
recollection, I became aware of this matter in 1989 when 
attorneys and accountants for BCCI recommended that BCCI 
adopt various compliance measures and controls. These 
dealings were also analyzed in connection with the First 
American internal audit conducted in 1990. I do not know 
who at First American would have had specific authority 
to approve this practice, but understand that operating 
authority at First American Bank of New York ultimately 
rested with William Duncan, the CEO. 

100. (renumbered Question 4.) To the best of my recollection, 

I spoke briefly by telephone with Mr. Lance following Mr. 
Clifford’s and my appearance before the House Banking 
Committee in September 1991. Mr. Lance commented 

generally on the House Banking Committee hearing and 
newspaper reports of the investigation. He also 

indicated that he had been interviewed by a number of 
government officials in connection with the BCCI 

investigation. 
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recollection, I have not met with Mr. Lance for more than 
a year. Although I do not specifically recall, 1 may 
have spoken with Mr. Lance by telephone during this 
period. 


Subscr ib ed and sworn to before me 
this * 2^2 day of February, 1992. 



_____ ^ 

Notary Public £[3//<W 


11 



CONFIDENTIAL 


ICIC (Holdings) Ltd., November 1, 1978 

George Town, 

Grand Cayman, 

Cayman Islands. 


Dear Sirs, 

I have to request you to arrange on my behalf for the incorporation of 
a Company in Cayman Islands with an authorised capital of US$900, 000.00 
and Issued and Paid-up capital of US$100, 000. 00. This Company, to be 
incorporated with the name and style of "Linden Investment Company Limited" 
is to have as its principal objects investments in immovable properties 
in the U.S.A. and other places, either directly or through any of its sub- 
sidiaries to be incorporated in such countries where maximum tax benefits 
would be available for such property investments, and with such other ob- 
jects as arc usual and necessary for such investment companies, including 
borrowing powers. 

You may appoint your own nominee directors for the said Linden Investment 
Co. Ltd. and transfer to their names such shares as may be necessary ac- 
cording to the legal requirements. The remaining shares may be held by 
you in your own name or in the name of any other Company as your nominees. 

I hereby authorise you to appoint any agents for the aforesaid purpose 
and to do, execute and perform or cause to be done, executed and performed 
all acts, deeds and things that may be required or necessary in a fiduciary 
capacity for the aforesaid purposes and to give any other authority or 
writing that you may require or deem necessary for this purpose. 

I also undertake to reimburse to you the paid up capital of the said Linden 
Investment Co. Ltd, together with all legal and other expenses incurred by 
you with interest thereon at . . IV. . % over the LIEO rate for 6 months 
US Dollar funds. 


I also hereby agree and undertake to hold you indemnified and harmless 
against any claims, demands, damages, suits and proceedings and the costs, 
charges and expenses in respect thereof by reason of your acting according 
to my instructions as aforesaid. 


Yours >fa fully, 



Mohammed Hammoud 
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23rd March, 1982 

H.W. Green Esq., 

Vice President, 

Financial Analysis Unit 
Supervision, Regulation and 
Credit Department, 

Federal Reserve Bank 
of San Francisco, 

400 Sansome Street, 

San Francisco, California 49120 

RE: QUARTERLY REPORT REQUIRED UNDER S 211-23 (H) 

OF REGULATION K FOR THE QUARTER ENDED 31 DECEMBER 1981 


As required under S 211-23 (H) of the Regulation ' K' it is advised to you that 
International Credit and Investment Company (Overseas) Ltd. has following share 
holdings in companies engaged directly in activities in United States of 


America. 




NAME OF 

COMPANY HOLDINGS 

STANDARD 

INDUSTRIAL 

ACTIVITIES CLASSIFICATION ASSETS 

REVENUES 

(1) Bank of 37.4 % 

Credit and 
Commerce 
International 
Holdings 
(Luxembourg) SA 

Banking activity 
through a Bank 
Agency in San 
Francisco of its 
subsidiary, Hong 
Kong Metropolitan 
Bank, Hong Kong 

(For the fiscal year ended 
March 31, 1981) 

(2) Linden Invest- 100 7. 
ment Co Ltd., 
(incorporated in 
Grand Cayman 

Investments through 
it's 100% owned 
subsidiaries in- 
corporated in 
Curacao, Nether land 
Antilles 



(a) Northward 

Corporation N.V. 
presently Eastward 
Corporation N.V. 
(incorporated in 
Curacao, Nether land 
Antilles) 

Real Estate land 6799 

in New York City 

US$2,633,939 


(b) Gopperwood N.V. 
(incorporated in 
Cdracao, Nether land 
Antilles) 

Commercial Building 
in Boston, 

Massachussets 6512 

US$1, 64/, 530 

US$133, .'64 

(c) Mannar is Investments 
N.V. (incorporated 
in Curacao, Nether land 
Antilles) 

■ — 

owns 100% of Carlson 6799 
Farm Ltd., a U.S. 
Corporation, incorpo- 
rated in the State of 
Connecticut which owns 
a Real Estate property 
in Connecticut 

US$ 915,581 
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Pacific Jlouiljfuzst Capital 

INVESTMENT. MANAGEMENT . RESEARCH 
SB SO BLACK MOUNTAIN ROA1 
BAN DIEGO. CALIFORNIA 


n n — r_r ‘ r 

“Muuu* ms SuL jtSL jaaX. 


"ti-u* msSuLiA ma>c a^ 

CHARLE5W. HOSTLER. PH.O^ 

A i . PRESIDENT 

WrA^py-g (U^-As>»yurtB i^sw «f ‘ 

rirlftr Bmittisial Cam 

^s^sssrs?,:" 


ecember 22, 1382 


RG SOI M7E, Em OiSOA CA S2 1 09 


(•»•) 27040S0 (horn*) 


Hr. Curtis Hagen 
Curtis Hagen Real Estate 
87 Smith Avenue 
White Plains, NY 10605 

Dear Curt: 


OPEN LISTINGS OFFERED ON 
CARLSON FARMS, LTD. IN SHERMAN, CONNECTICUT 


This lovely estate subdivision is for sale, ail or in part. The subdivision 
design provides for 81 single dwelling unit lots of 80,000 square feet or 
larger within the 289 acre property. Total land to be utilized in lots is 
211 acres. Of the balance of the property, 44.05 acres (15%) is to be deeded . 
to the Town for open space; 20.3 acres will regain open space for community 
recreational use; and approximately 14.7 acres will be utilized in road and 
utility right of way to be deeded to the Town upon completion of acceptable 
construction. 

The site has outstanding aesthetic appeal due to its varied topography, 
diversity of vegetation, and its location on the beautiful Housatonic River 
(with approximately 1-1/2 miles of river frontage). 

Price and Terms : The owner Is asking $1,750,000 (or about $6,055 per acre) 

"as-is", or $3,000,000 if he posts the $1.1M road bond or "finishes" the roads 
(thus, about $37*000 per bonded lot). 

As to terms: (1) Any buyer would assume or clear the road bond, (2) Assume 

the existing mortgage of about $175*000, (3) Pay 50% of the balance in cash, 

(4) The seller would take a second mortgage for the rest at 12% interest, all 
due in five years 

If you are interested in an open listing on this property, please send the 
appropriate forms to the undersigned. The owner is willing to pay a 6% 
commission to selling brokers who have a signed listing. 

I wi 1 1 look forward to hearing from you. You have already received a copy of 
the sub-division map. Please contact me i f I can furnish additional informa- 
tion. As brokers you understand that the above property information has been 
secured from sources believed to be reliable, but no responsibility is assumed 
for its correctness. 

Sincerely, 

Charles W. Hostler, President 
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ENTER NUMBER AND PRESS RETURN 
6161 

UU INFQMASTER 
( 'HAGEN USA UHP 

025786A201 175SEST 

ZC2C 01 UHITE PLAINS . NEW YORK .7.20.82 
10605 

MR. CHARLES HOSTLER 
HOSTLER INVESTMENT CO 
P.O. BOX 9976 
SAN DIEGO. CA 92109 
BT 

CONFIRMED RESERVATION GUARANTEED AT THE PIERRE 
FOR THE NIGHT OF THE 26TH JULY. 

UPON YOUR ARRIVAL ARRANGEMENTS MUST BE MADE 
FOR 6 PM CHECK-OUT ON THE 27TH. 

REGARDS 

ANNETTE HAGEN 
CURTIS HAGEN REAL ESTATE 
TLX 646730 HAGEN USA UHP 
NNNN 

< CURTIS HAGEN REAL ESTATE 
87 SMITH AVENUE 
UHITE PLAINS. NY 10605). 


ACCEPTED 

00001 
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_INE #? 
0001 


ENTER NUMBER AND PRESS RETURN 


ITT GA 8518953359+ 

HAGEN USA UHP 

08 06 0858 
8953359SUNKAS G 
GA 

6 AUGUST, 1982 
INVESTRADE - EUROPE, S.A. 

ATTENTION 8 CHARLES HOSTLER 

THIS UILL CONFIRM MEETING AT JFK FLT PA 67 
1320 HRS AUGUST 9, 1982. 



REGARDS 


( 


CURT 

TLX 646730 
HAGEN USA UHP 

X/859EDT 000.80 
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ENTER CATEGORY NAME 
D 

ENTER COMMAND (H FOR HELP!) 


ENTER COMMAND (H FOR HELP!) 


VIA UU1 
HAGEN USA UHP 


8953359SUNKAS G 
6 AUGUST 1982 
TLX NO 2831 


CURTs REASON I UAS ABRUPT UHEN U PHONED IS THAT 
MOHAMMAD IS VERY UPSET- ADDITIONALLY HE 
IS HAVING BUYERS REMORSE CONCERNING SECOND 
AVE PURCHASE. THE MORE HE REVIEUS VIDEO 
TAPES. YOUR REPORT , YOUR BOSTON APPRAISAL. 

ETC THE ANGRIER HE GETS. SECOND AVE PURCHASE 
IS IN JEOPARDY. CAN U MEET ME JFK PA 67 
NINTH AT 1320 HRS TO TRY SAVE DEAL? 

SUGGEST DISCRETION 

PLS ADVISE ^ 

REGARDS 

CHARLIE 


HAGEN USA UHP 

8953359SUNKAS G 
CALL JAPAN VIA UUI-3G1 






A 
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ENTER COMMAND <H FOR HELP!) 
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LINE #? 

0066 

ENTER NUMBER AND PRESS RETURN 
6161 

UU INFOMASTER 
HAGEN USA UHP 
0191 94 A23 1 1405EST 

ZC2C 01 UHITE PLAINS. NEU YORK 8.19.82 
10605 

DR. CHARLES HOSTLER 
HOSTLER INVESTMENT CO. 

P.O. BOX 9976 

SAN DIEGO. CA 92109 

BT 

DUE TO UNFORSEEN PERSONAL PROBLEMS. I WILL RE- 
GRETTABLY NOT BE ABLE TO MEET YOU THE UEEK OF AUGUST 23 
TO VISIT SHERMAN AND BOSTON. ^ 

I WOULD GREATLY APPRECIATE YOUR RE-SCHEDULING OUR 
MEETING SOMETIME AFTER SEPTEMBER 8. 1982 AT YOUR CON- 
VENIENCE. 

BEST REGARDS 

CURT 

CURTIS HAGEN REAL ESTATE 
TLX 646730 HAGEN USA UHP 
NNNN 

(CURTIS HAGEN REAL ESTATE 
87 SMITH AVENUE 
UNITE PLAINS, NY 10605). 


ACCEPTED 

00001 


1 -PC 
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SELECTMEN'S OFFICE 
MALLORY TOWN HALL 
TOWN OF SHERMAN 
SHERMAN, CONNECTICUT 0*7*4 


May 10, 1983 


Ra: Carlson Farm Subdivision 


Hr. Henry w. Pascarella 
P.O.Box 1038 
Greenwich , Conn. 06630 

Dear Henry i 

1 have reviewed the original letter of Credit issued by the 
Bank of Credit and Commerce International in the amount of 
$1,200,000.00, and X find this to be satisfactory for the 
bonding requirements of the Carlson Farm subdivision. 

I assure you I will contact Tony Crawford and see that the 
subdivision map receives his signature so that this will be 
a valid subdivision. 

Thank you very much for your cooperation. 


ccs Tony Crawford 

Charles W. Hostler^ 

KFG/fm Sincerely yours. 



Kenneth F. Grant 
First Selectman 
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CARLSON FARMS/ LTD. 

C/O DR. CHARLES W. HOSTLER 
P. O. Box 9976 
San Diego, California 92109 
(619) 578-6421 or (619) 270-9050 


November 17, 1982 


First Selectman Grant 
c/o Town Hall 
Sherman , Connecticut 

Dear Selectman Grant: 

Carlson Farms, Ltd. requests that the road bond required 
to issue the Carlson Farm Subdivision map contain the 
provision that: 

"Unless or until there is a closing on the sale of a lot 
within the Carlson Farm subdivision area, the road bond 
is not effective and can be cancelled at any time (and, 
upon cancellation, the sub-division rights would be fore- 
felted)". 

You are requested to change your records to show me (at 
the above address) to be tne "auth o rize d agfentT forbear Ison 
TcTFrns, Ltd. vice Curtis Hagen. 


Thank you for your assistance. 
Sincerely, 

(LlL 

Charles W. Hostler, PhD 


CWKshf 


: 4 


12 . 2 3 . 9 1 


; o 5 PM 


P 0 3 
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Henry w. Pascarella 

TWO GLEN COURT. GREENWICH. CONNECTICUT 06630 


Attorney at Law 

003 ) 069-2000 


TYLER COON! t ALCORN 


lAWOFf«CC6 • NEW HAVEN • MARTHOftO • 3TAMFORO. CONN. 


December 14, 1988 


Nr. Kenneth Grant 
First Selectman 
Sherman Town Hall 
Sherman, CT 06784 

Dear Ken: 

When I spoke with Mohammad last week, he told me you asked 
whether or not we concluded the transaction with John Chiodo and 
Virginia Drought, giving Carlson Farm direct access over their 
property to Route 55. We have paid Chiodo/ Drought for the Per- 
manent Basement and Right of Way which will give us the access ve 
need. Enclosed for your records is a photocopy of the original 
executed Permanent Easement and Right of Way Agreement. You will 
see that it was recorded on October 25, 1988, at 2:30 p.m. on the 
New Milford Land Records in Volume 398 at Page 851 • 

Mohammad also told me he discussed with you the release of 
the present road letter of credit and its substitution with a new 
one. Apparently, you and he agreed that the new letter of credit 
will be in the amount of $150,000. 

1 understand from Ken Rogers and Tim Beatty that you had 
some concern about the viability of BCCX, the bank which lesued 

the original letter of credit, with the thought that it will 
give you sufficient comfort, I am enclosing a photostatic copy of 
a letter dated November 26, 1988 from BCCX asking me to confirm 
to its auditors, Price Waterhouse, the fact that a $1,200,000 
letter of credit is outstanding for the account of Carlson Farm. 
I would hope the knowledge that this bank is being audited by 
Price Waterhouse and that it clearly . carries the outstanding let- 
ter of credit as an obligation of Carlson Farm Limited gives you 
ease. 


I would be obliged if you would kindly call me to discuss 
the logistics of substituting a new letter of credit from BCCI 
for the present outstanding letter of credit. 


HWP/lbp 

Enclosures 

cc: Mr. Mohammad Hammond 



12. 23. 91 


04:05 p 
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Bank of Credit and Commerce International 

NlA»W.TlI^«rUNlAllva U* > Cl 3JS.PAHHAVINU KW<WmWW 


KS/ll 

Mr. Henry W. Pascarella September 10, 198 

52 Mason Street 
P.0. Hox 1038 
Creenvlch, CN 06830 

Dear Mr. Pascarella, 

Ke ; Carl eon Farm s 

I appreciate your assisting Dr. Charles U. Hostler on his. recent 
visit to the Carlson Farina Property. Dr. Charles W. Hostler is 
the authorized representative of the owner of Carlson Farms 
property who may be contacting you in future for your assistance. 

Kindly extend all your courtesies. Thank you for your cooperation. 
Regards. 

Yours faithfully. 



c.c. Dr. Charles W. hostler 
Hostler Investment Co. 

P.0 Box 9976 

San Diego, California 92109 
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STATE or CONNECTICUT 
EXECUTIVE CHAMBERS 
HARTFORD 


immu o«*ax 

MOM* 

March 15, 1985 


Charles W. Hostler, President 
Pacific Southwest Capital Corporation 
9580 Black Mountain Road, Suite H 
San Diego, California 92126 

Dear Mr. Hostler: 

Thank you for your recent correspondence 
concerning the theft of timber from Carlson 
Farms in- Sherman, Connecticut. 

Having contacted the Department of Public 
Safety, a member of my staff has been assured 
that a member of their department will be in 
direct contact with you in the near future. I 
am certain that if the State Police can assist 
you they will do all they can to rectify this 
situation. 



Sincerely, 



WILLIAM A. O'NEILL 
Governor 


1 2 . 23 . 91 04 : 05 
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HOSTLER INVESTMENT COMPANY 

POST OFFICE BOX 9976 SAN OlEGd CALIFORNIA 92109 

Phone (619) 578-6421 


October 29, 1986 


Mr. G. Michael Humohreys 
P. O. Box 12 
Gaylordsville, CT 06755 

Dear Mr. Humphreys: 

Thank you for your letter of October 12, 1986 concerning 
the Carlson Farm property in North Sherman, CT. On behalf 
of the owner I appreciate your calling attention to the 
fact that the vacant farm "has been invaded by noisy, groups 
of motorcyclists" and "has started to be used as a dump for 
trash" . 

This is most deplorable. 1 have written to the Governor in 
the past asking for his assistance .(see enclosed letter) and 
have spoken by telephone to Trooper Pleigo in Sherman, but 
nothing much has resulted. 

We believe a "public nuisance" has occurred and wish that the 
public authorities would take action. I am sure that the 
owner would grant any reasonable request to assure policinq. 

If you can speak to Trooper Pleigo or Selectman Grant, it 
would be appreciated. Every time a gate is built it is smashed 
I will try to visit the property about Sunday 16 November to se 
what further can be done. 

Thank you for your interest. 

Sincerely, 



Charles W. Hostler, PhD 
President 


CWHshf 

^ cc: First Selectman Grant 

Town of Sherman, CT. 


11. 2 3. 9 1 04:05 PM 


P 0 7 
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CARLSON FARM LIMITED 
C/O CHARLES W. HOSTLER 
P. 0. BOX 9976 
SAN DIEGO, CA. 92109 
(619) 578-6421 


July 12, 1983 


First Selectman Kenneth F. Grant 
Mallory Town Hall 
Town of Sherman 
Sherman, CT 06784 

Dear Selectman Grant: 

As you know we filed our Letter of Credit for $1,200,000 
in late April 1983 in satisfaction of the bonding require- 
ments of the Carlson Farm subdivision (see your letter of 
May 10, 1983 attached) . 

May I inquire as to when we will receive a copy of the 
approved subdivision map or notice of approval? 

Thank you for your assistance. All best wishes to you and 
to the lovely Town of Sherman. 

Sincerely, 





f\A- 


Charles W. Hostler, PhD 
CWH: hf 

cc: Henry Pascarella, Esq, 


12 . 2 3 . 91 


04:05 PM 


P 0 9 
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He. Henry W. Paacarella 
52 Mason Street 
P.0. Box 1038 
Greenwich. CW 06830 


KS/U 

September 10, 1982 


Dear Hr. Paacarella, 
*£: Carlaon Farms 


vla?r r r«^! J"? Dr * Charles W. Hoaclar on hi* recent 

vlait to the Carlaon Ferns Property. Dr. Charles W. Hostler 
the authorized representative of the owner of Carlson Farms 
property who nay be contacting you In future for your assistance. 


Kindly extend all your courtesies 
Eegards. 


Thank you for your cooperation. 


Yours faithfully, 

j* 

KRALIDJAaRIH 


e.c. Dr. Charlea w. Hoaclar 
Hoatler Inveacaanc Co. 

P-«0 Box 9976 

San Diego, California 92109 


1 2. 23. 9 1 04 : 05 PM 


P 
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Bank of Credit and Commerce International 

S0C1ETE ANONYME 

NEW YORK AGENCY 320 PARK AVENUE NEW YORK NY , .0022 


May 17, 1984 


Lejuf Realty Corp 
C/0 Edward Breger, Esq 
Breger Gorin & Leuzzi 
595 Madison Avenue 
New York, N.Y. 10022. 

Gentlemen: 


By order of and for the account of Linden Investment Co. Ltd. a Caymn 
Island Corporation, having an office C/O Campbell Corporate Services, Ltd. 

Bank Of Nova Scotia Building, P.O.Box 268, Grand Cayman, Cayman Islands, BWI 
we hereby open in favor of Lejuf Realty Corp. our clean Irrevocable Letter - 
Of Credit No. 405001 for U.S. Dollars $500,000.00 (U.S. Dollars Five hundred 
thousand ) effective imnediately and expiring at our counters with our close 
of business on May 1, 1985. 

Funds are available against your sight draft in the amount and up to U.S. 

Dollars five hundred thousand drawn on us, mentioning our Letter of Credit 
No. 405001 upon your receipt of any claim rade in writing against either 
Linden Investment Co. Ltd. or Eastward Corp. N.V. and accompanying a sworn 
affidavit, asserting an open balance or obligation or liability of any sort 
under ARTICLE VII of the agreement dated May 16,1984 between Linden Investment- 
Co. Ltd. and Lejuf Realty Corp. accompanied by a true copy of any such claim 
received by you. 

The sight draft shall require us to pay 150% of the amount of the claim 
(but not in excess of U.S. Dollars Five hundred thousand) to Bachner, Tally, Polevoy 
Misher and Brinberg, as Attorneys, pursuant to agreement among you. Linden 
Investment Co. Ltd. and said Bachner, Tally, Polevoy, Misher & Brinberg. 

Unless otherwise stated this credit is subject to the Uniform Customs and 
Practice for Documentary Credits (1974 Revision) of the International Chamber- 
Of Comer ce Publication No. 290. — 


The original Letter of Credit must be returned to us duly cancelled by 
yourselves on its expiry. 


Claims must be made so as to reach us before close of business on May 1st, 
1985 after which date this Letter of Credit will be considered null and void 
and our liability will cease to exist. 


Very truly yours. 


nzbd Si 


Authorized Signature 



Authorized Signature 


PHONE (212)715 2800 
Incorporated M Luumbourg 


]!- 


TELEX 425808 SCO NY MT CABLES: BANCRECOM 
A Sukoidtary of BCCI Holding* fLuxtmbmirtf S A 





NY 0020788 
CONFIDENTIAL 
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LETTER OF CREDIT 


May r - ) , 1984 


Lejuf Realty Corp. 

c/o Edward Breger, Esq. 

Breger Gorin & Leuzzi 

595 Madison Avenue 

New York, New York 10022 

Gentlemen: 


By order of and for the account of Linden Investment 
Co., Ltd., a Cayman Island corporation# having an office c/o 
Campbell Corporate Services, Ltd., Bank of Nova Scotia 
Building, P.O. Box 268, Grand Cayman, Cayman Islands, BWI, we 
hereby open in favor of Lejuf Realty Corp. our Clean 
Irrevocable Letter of Credit No. for 

U.S. Dollars $500,000 (U.S. Dollars Five Hundred Thousand) 
effective immediately and expiring at 

(address) with our close of business 

May 1, 1985. 

Funds are available against your sight draft in the 
amount and up to U.S. Dollars 500,000.00 drawn on us, 
mentioning our Letter of Credit No. , upon your 

receipt of any claim made in writing against either Linden 
Investment Co. Ltd. or Eastward Corp., N.V. and accompanying a 
sworn affidavit, asserting an open balance or obligation or 
liability of any sort under ARTICLE VII of the agreement dated 
May /£ , 1984 between Linden Investment Co., Ltd. and Lejeuf 
Realty Corp., accompanied -by a true copy of any such claim 
received by you. 

The sight draft shall require us to pay 150% of the 
amount of the claim (but not in excess of U.S. Dollars 
500,000.00) to Bachner, Tally, Polevoy, Misher and Brinberg, as 
Attorneys, pursuant to agreement among you. Linden Investment 
Co., Ltd. and said Bachner Tally, Polevoy, Misher & Brinberg. 

Unless otherwise stated this credit is subject to the 
Uniform Customs and Practice for Documentary Credits (1974 
Revision) of the International Chamber of Commerce Publication 
No. 290. 

Very truly yours. 


Authorized Signature . \, 


NY 0 
C0NFI 
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MESSAGE 


FACSIMILE TRANSMISSION 


OATS 8TH FEB 1988 
iWUTSWu. COST CENTRE 210 

OUTCOMQ SERIAL 



REFERENCE YOUR MEMORANDUM DATED 3 FEBRUARY 1988 OUR UNDERSTANDING 
OK THE COMMISSION AND INTEREST RATE IS AS FOLLOWS : - 


1) COMMISSION ON STANDBY LETTER OF CREDIT IS FLAT 
II) COMMITMENT FEE ON LOAN It FRON' 


TII) INTEREST ON LOAN 


It FRONT END 
2.5* OVER PRIME 


WITH REFERENCE TO THE GUARANTEE. IT IS OUR UNDERSTANDING 
THAT AT PRESENT BORROWING IS IN MR HAMMOUD'S NAME AND A PERSONAL 
GUARANTEE WOULD THEREFORE NOT BE NECESSARY. HOWEVER ONCE 
THE BORROWING IS TAKEN OVER BY A CORPORATE BODY HIS PERSONAL 
GUARANTEE WILL THEN BE TAKEN TO COVER BORROWING OF THE SAID 
COMPANY . 

RECAHDS 

IMTIAZ AHMED 

CENTRAL CREDIT DIVISION 


MMSMlTTEO 


CCD 

D#0Vt>v 


001 323 
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12.18.87 


TELEX 


TO : MR. IMTIAZ AHMED 

CENTRAL CREDIT DIVISION. 
BCC, LONDON. 


RE : M.M. HAMMOUD 

WE HAVE BEEN CONTACTED BY MR. HAMMOUD REGARDING THE LOAN FACILITY APPROVED BY 
CCC PER YOUR TELEX OF DEC. 4, 1987. THE LATEST SITUATION AS EXPLAINED TO US 
BY MR. HAMMOUD IS AS FOLLOWS: 

AS PER THE SALES CONTRACT, THE CHURCH IS REQUIRED TO VACATE THE PREMISES BEFORE 
SEPT. 88. THEREFORE, TO ENSURE THIS, MR. HAMMOUD IS CURRENTLY OFFERING 2 ALTERNATE 
OPTIONS TO THE SELLER: 

I. MR. HAMMOUD PROVIDES THE SELLER WITH A STANDBY LC FOR THE BALANCE OF 

PURCHASE PRICE I.E. $4.5 MM ENCASHABLE ONLY UPON THEIR VACATING THE 

PREMISES AS AGREED AND PROVIDING A CLEAN TITLE. IN THE EVENT THIS OFFER 

IS ACCEPTED BY THE SELLER, MR. HAMMOUD REQUESTS THE FOLLOWING FROM BCC: 

1. STANDBY LC $4.50 MM 

2. LOAN FOR BUYING OUT PARTNERS IN THE DEAL $0.75 MM 

COLLATERAL : 

1. IN CASE OF ENCASHMENT OF SBLC, WE SHALL SIMULTANEOUSLY RECORD OUR 
LIEN OVER THE PROPERTY AS 1ST MORTGAGE. 

2. TO SECURE THE LOAN OF $0.75 MM PENDING RECORDING OF MORTGAGE, 

MR. HAMMOUD OFFERS HIS PERSONAL GTY AND ASSIGNMENT OF THE SALES 
CONTRACT TO BCC. WE HAVE BEEN INFORMED THAT HE HAS ALREADY PAID 
$1.00 MM AS DOWN PAYMENT TOWARDS THE PURCHASE PRICE TOTALLING $5.5 MM. 
HOWEVER, UNDER THE SCENARIO ALTHOUGH OUR STANDBY L/C EXPOSURE IS 
ADEQUATELY SECURED, THE LOAN LIABILITY, IN CASE THE TRANSACTION DOES 
NOT COME TO FRUITION, IS ONLY SECURED BY OUR RECOURSE TO MR. HAMMOUD 
AND OUR RIGHT TO RECEIVE REFUND OF DOWN PAYMENT FROM SELLERS ENFORCING 
OF WHICH MAY REQUIRE LENGHTLY LEGAL PROCESS. 


QB 


001 524 
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Bank of Credit and Commerce International 
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February 1 • 1988 


Mr. it.M. Kazmi 
I.C.I.C. 

c/o Bank of Credit and Commerce International 
100 Ladcnhall Street 
London EC3A 3AD 
United Kingdom 

RF.J Our Standby Letter of Credit llMP/227/83 dated 4/18/83 

Favouring Town of Sherman for US01 ,200*000.00 expiry 4/27/93. 

The cnptloned letter of credit was established as per your request 
dated April 14, 1983. 

It was agreed that a counter guarantee, executed In our favour by the 
directors of Carlson Farm as well as by the directors of the Holding 
Co. (M/S Linden Investment Co. Ltd.), will be furnished to U9. To 
complete our records we are enclosing the following forms which please 
complete and return. 

1 ) Guarantee forms 4 (for personal and corporate guaranties) 

2 1 Account opening form/specimen signature card. 

3 1 Corporate resolution 

4 ) Article of Incorporation (not Included) 

We append bellow the details of L/C commissions recleved and due from you. 

1] Commission 8 IX per annum for period April 1983 to April 27, 1984 
USD 12,000.00 Paid 

2 1 Commission for period April 28, 1984 to April 27, 1985. 

USD 12,000.00 Due 

3 1 Commission for period April 28, 1985 to April 27, 1986. 

USD 12,000.00 Due 

4) Commission for period April 28, 1986 to April 27, 1987 
USD 12,000.00 Due 

Wc will be obliged If you would kindly arrange to send us your payment of 
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CARLSCN FARM LTD 


Carlson Fan owns a 289 aers parcal of land together with buildings thereon 
in the town of Sherman, Connecticut State. The cost of the pr o pe rty is 
over SI million, which Includes a mortgage of USS 154,000/-. This land is 
subdivided into 81 lots with each being a minimum of 2 acres. 

Carlson Farm has a plan to develop the entire land Into residential plots 
and sell them either in a package or in individual lots. The town of 
Sherman had agreed with the subdivision of 81 lots. They however withheld 
the appr o val for want of a bond/LC to ensure that the road construction 
etc will be installed in accordance with the approval of the town of Sherman. 

A letter of credit for the purpose is established by BCCX, Miami on account 
of Carlson Farm. 

Carlson Farm is a 100% subsidiary of Linden Investment Company Ltd. , which is 
an Investment Company registered in Grand Cayman in 1978. Its total assets 
exceed USS4 ,000,000. 

The following are the Directors of Linden Investment Company Ltd. 

' 1. Mr. M. M. Samoud 

2. Mr. Peter Kandiah 

3. Mr. Ian Falconer 

4. Mr. B. M. Kazmi ^ 

The majority shares of the company are held by Mr. M. K. Hamoud. Be is a very 
good customer of the BCC Group and possesses large means. 


Facilities Required : Letter of Credit for USS 1,000, 000 

Period : One Year 


Security : 


Counter guarantee of the company, as well as its 
holding company, namely Linden Investments Company 
Limited. 
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1 00 LEAOENHAU STREET LONOONEC3A3AO DATE: 14th April 1983 

‘ROM A. A. Gillani, TO: Mr. Sakhia, 

BCCI, London. BCCI, Miami. 

SUBJECT 


As discussed with you on telephone, I enclose herewith letter received 
from Carlson Farm Limited together with proforma of letter of credit 
to be issued in favour of Town of Sherman. 

As explained in the letter, the Carlson Farm Ltd owns a plot of agricul- 
ture land in Connecticut which they desire to divide into smaller resi- 
dential plots. The enclosed letter of credit is required by them to 
submit to the Town of Sherman by 26th April 1983. 


I will be grateful if you kindly issue the credit at your earliest. 

As for the Company, kindly note that it is presently managed by M/s 
Investrade Europe SA, who are one of our very good customers and have 
been dealing with the Bank for number of years. The Directors of the 
Company are well known and possess good means. Our group* dealing 
with them have been very satisfactory. 


I have discussed the proposal with Mr. Kama! Shoaib who has kindly 
advised me to forward the letter to you with the request to send the 
proposal for his approval. 


I will be grateful if you k^jidly obtain his consent on telex. 




^ ^ w V*_ 
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Bank of Credit and Commerce International 

<OVttSCAft LIMITED 

iiaenrwm urmir mumi. nano* 3roi-»» u*jl 


23 March 1989 
ADV556 


Mr. H.M. Kazmi 
I.C.I.C. 

c/o Bank of Credit and Co n rerce Inti . 

100 Leadennall St. 

London EC3AD 
Uiited Kingdom 

BE: Our Standby L/C #M>/227/83 

for U5S1.2M favoring Town of Sherman Expiry 4/27/93. 

Reference may please be made to our letter dated Feb. 1st. 1988. We 
shall appreciate if you could kindly arrange to send us the following 

1. Guarantee farms 4 (for personal and corporate guarantees). 

2. Audited financial statements of Carlson Farms and Linden 

Investments Co. Ltd. ~ — — 

we shall be grateful if you could also kindly send us the approval of 
COC far this facility. 



eb/. 


CASLfSr SAMCeCOOM 


FAX: 00*3714782 
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Curtis Hagen Real Estate 

87 SMITH AVENUE 

WHITE PLAINS, N. Y. 1080) FAX: 914/949-5188 TELEPHONE: 914 949-5124 


February 10, 1992 

Mr. Jonathan Winer 
Sen. John Kerry 
Washington, D.C. 20510 


Dear Mr. Winer, 

A brief addendum of our phone conversation Friday last: 

Card attached to the "Pacific Southwest Capital Corp." — "NYC" refers 
to Land between 95th & 96th Street on 3rd Avenue E/S, New York City, 
suitable for a mix of 300 residential dwelling units. 

I was told in mid '82 by Mr.Elley of BCCI, Park Ave. Branch, that 

the real owner of the 3 properties, namely New York, Boston & Sherman, CT. 

was Mohhamed Hammoud, who in turn appointed Mr. Hostler to replace me. 

The status at that time was: in NYC, I engineered a joint venture 
between BCCI and Skanska with an agreed to Land Evaluation of 5 Million 
(BCCI purchased it at 1.1 Million). In the midst of contract negotiation 
between the 2 Law firms representing each entity. In the meantime, 

I turned down an offer of 4 Million in cash by Paul Milstein, because 
the tax burden was too severe. 

However, he eventually built the project, although the chain of title 
after Hammoud came on the scene with Hostler, is unclear to me. 

In Boston: I arranged a zoning change from a 2 story Taxpayer to a 
17 story and lower condominium residential & commercial building 
with on-premises parking. This process, as you know, was extremely 
complex and took 21 years to bring it to a point, where only a very 
routine submission of a detail was needed to finalize. 

BSD now has ownership. Hostler arranged the sale to BSO for Hammoud, 
however I do not know what consideration BSO gave to Hammoud/Hostl er . 

In Sherman: After 6 Tons of Papers, Maps, Demograhics etc. the final 
sub-division was approved and I negotiated the required Road Bond. 

After my herculean efforts in connection with these 3 diversified 
projects, I felt duty-bound to cooperate with my successor & to help 
whenever asked to bring these projects to a successful conclusion. 

Even though there was no compensation, it was a matter of professional 
pride. Unfortunately Hostler, the Real Estate Typhoon, knew as much 
about Real Estate as my Aunt Matilda knew in 1860 about building a 
Space Shuttle. 
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Curtis Hagen Real Estate 


My vast staff consisting of my beautiful daughter Annette (my totally 
unbiased opinion), made a note of a meeting on Frl. 7/16/82 between 
Hammoud, Hostler, Pisanl (who 1 believe was an architect), Milne and 
us 2 chickens. The meeting place was the Hammoud suite at the Pierre 
Hotel In NYC. It was either at that meeting or a few days before 
wherein Hammoud placed both hands on Hostler's shoulders and said: 
"There will be a Cadillac in your driveway, tomorrow morning." 

I have enclosed Telex coomuni cations between Hustler & myself. 

Since '79 I was advised continously that BCCI - London was the owner 
and was further asked to keep the BCCI ownership confidential, as that 
revelation would escalate prices, since It was a rich bank. 

This matter is so complex, that my brief addendum turned out to be a 
full blown epistle. If the Senator seeks my advice on the state of the 
Economy, it will be much shorter. 

Best of luck in your fact-finding investigation. 


Sincere regards. 
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AMBASSADOR OF 
THE UNITED STATES OF AMERICA 
MANAMA 

February 4, 1992 


Senator John F. Kerry 
(D. , Massachusetts) 

United States Senate 
362 Russell Senate Bldg. 

Washington, D. C. 20510 

Dear Senator Kerry: 

Thank you for your communication of 18 January 1992 to 
Assistant Secretary Janet Mullins of Legislative Liaison, 
which was then forwarded to me. 

i 

It is a pleasure to respond promptly to your questions, in 
order to meet your deadline of February 8, 1992. 

My answers are keyed to each of the questions, posed by you, 
and are made in Affidavit Form under oath. 

It is good to note that you state, 11 1 in no way want to 
imply that the Subcommittee has uncovered any evidence of 
wrong doing on the part of Ambassador Hostler 11 . It is my 
belief that the facts and these responses can only reinforce 
that statement. 


Thank you for your interest and assistance. 

.Respectful ly , 


Charles W. Hostler 
Ambassador 
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February 4, 1992 
AFFIDAVIT (UNDER OATH) 


QUESTION: 

A. When did you first neet Mohammad Hammoud? Please 
provide the date, location, and circumstances of the meeting 
including any other persons present and the substance of the 
matters discussed - 

ANSWER: During the period 1958 tc 1961, I v/as the U.S. Air 

Attache at the U-S. Embassy in Beirut, Lebanon. In that 
era, Ms. Violette Mir-.a was the Arabic Language instructor 
at the U.S. Embassy. In approximately 1960, Ms. Mirza 
married Mohamed Hammoud, and I met him then in Beirut. Our 
limited relationship /as purely social. (See also para D 
below) . 

B. QUESTION: Were you informed at any time by any source 

of services performed, or to be performed by Mr. Hammoud for 
the Central Intelligence Agency, or any qther entity of the 
United States Government? If so, please identify each such 
source, and the date and substance of each such 
communication . 

ANSWER: I was never informed by any source (nor was ever 

aware) of services performed or to be performed by Mr. 
Hammoud for the CIA or any other entity of the USG. 

C- QUESTION: Please describe to the Subcommittee 

everything you know about Mr. Hamr.oud's various business 
interests, including but not limited tc: 

— The location of each of Hammoud 's business ventures; 

— The source and amount of financing for each such venture; 

Any partners or participants in each such venture with 
Hammoud ; 

-- Any services provided tc Mr. Hammoud in each such venture 
by any American; 

— The names of any corporations, trusts or other entities 
used by Hammoud as vehicles for each such venture. 
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ANSWER: You ask me to ‘'describe everything I know about Mr. 

Hammoud 's various business interests , including but not 
limited to:" 

(1) The location of each of Hammoud 's business ventures: 

Answer: I became directly aware of several real estate 

properties that I understood were owned by Mr. Hammoud: 

(a) Carlson Farr Ltd Sherman , CT. 

(b) Boston, Massachusetts (a property adjacent. to Boston 
Symphony) 

(c) New York City (95th and 3rd Avenue property) , 

And indirectly : 

(d) Properties in Windsor, Ontario, 

(e) Property in Alexandria, Virginia, 

(f) A shareholding in BCCI. 

i 

(2) The source and amount of financing for each venture: 

Answer: Mr. Hammoud did not discuss such matters with me. 

After 1982, I generally became aware that he was a 
substantial shareholder in BCCI. That organization was a 
likely source of his financing. In the 1980s, BCCI was just 
another bank. It wasn't until about three years ago that 
BCCI 9 s unsavory reputation began to be known. 

(3) Any partners or participants in each such venture with 
Hammoud? 

Answer: He seemed to be a single owner (that is, I was 

never aware of any partners) - I was never a partner or 
financial participant in any of his ventures. 

(4) Any services provided to Mr. Hammoud in each such 
venture by any American? 

Answer: Most of Mr. Hammoud' s associates who came to my 

attention appeared to be Lebanese or Pakistani. The only 
other Americans I can recall (other than myself,- see D 
below) were : Earle Milne, Real Estate Broker, St. George, 

Utah (in mid-1980s); Curtis Hagen, Real Estate Broker, White 
Plains, New York (about 1982); and Attorney Henry Pascarella 
of Greenwich, CT. , who was the President (?) and legal 
representative for Carlson Farms, Ltd. (which I believe is a 
Connecticut corporation) . 

(5) The names of any corporations, trust or other entities 
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used by Hanunoud as vehicles for each such venture. 

Answer: While my knowledge was limited, between 1982 and 

1988 I did hear Mr. Hammoud refer to: 

— Investrade, London (his London office) 

— Linden Investments 

— Copperwood, N.V. 

— Marmaris Investments, N.V. 

— Eastward Corporation, N.V. 

— Carlson Farms, Ltd. 

The latter five companies listed above were, I believe, Mr. 
Hammond's holding companies for the three properties listed 
in para C(l)a, b, and c above. 

D. What was the nature of your business rei ar.ior.ship with 
Mr. Hammoud? Please be specific and include any and all 
business ventures in which you may have invested with Mr. 
Hammoud or in which you may have given advice to Mr. Hammoud 
or received advice from Mr. Hammoud. 

ANSWER: I had almost no contact with the Hammouds between 

1960 and the early 1980s. Mrs. Hammoud then looked me up in 
California, and I was guest of Mrs. Hammoud and her husband 
for dinner in La Jolla. He then had limited use of English, 
and we conversed in French. He considered me expert in U.S. 
real estate matters, since he lived abroad and was then 
largely unacquainted with U.S. real estate practices. In 
about 1982, he contacted me again and asked for real estate 
advice about three problem properties (he then apparently 
had no staff or assistants in the USA) . These properties 
were : 

(a) Carlson Farms, Ltd., Sherman, CT. (vacant land), 

(b) Old building adjacent to Symphony, Boston, Mass., 

(c) 95th Street and 3rd Avenue, "tear-down 1 ' , NYC. 

His inquiries and my advisory activities for him were 
intermittent and limited. I would estimate that they 
involved perhaps an average of several hours a month in the 
period between 1932 and about 1983. 

E. QUESTION: What is Linden Investments? Who are the 

Directors or Trustees of Linden Investments? 

ANSWER: I understand that this was one of Mr. Hammoud' s 
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offshore holding companies. Mr. Imtiaz ANSARI was then (in 
the 1980s) Mr. Haramoud's office manager in London, and he 
acted as general factotum and Director or Trustee of at 
least some of these entities. I know of no other directors 
or trustees. 

F. QUESTION: How did you become the authorized 

representative of Carlson Farms? What were your duties as 
the authorized representative? How were you compensated for 
your duties? Who compensated you? Please provide the 
Subcommittee with a list of all expenses incurred as a 
result of your work done on behalf of Carlson Farms. 

ANSWER: in 1982, when Mr. Hammoud asked me to advise him on 

the three problem properties (para C(l) a,b,and c) . A letter 
was written at Mr. Hammoud' s request to authorize me to act 
on his behalf in relation to obtaining a sub-division map 
for Carlson Farms (in lieu of Curtis Hagen, who had been 
acting in this capacity earlier) . Attorney Henry Pascarella 
was the President (?) of Carlson Farms, Ltd., and he was 
resident in Sherman, CT. I subsequently helped in trying to 
protect this rural property from wood poachers, trespassers, 
etc. by appealing, by letter, to local governmental 
authorities in the mic*-1980s. 

I had, and have, no investment interest in these or any 
project involving Mr. Hammoud or BCCI. I received no 
salary, gifts or other gratuities or compensation from Mr. 
Hammoud, though I was reimbursed for my direct, nominal, 
actual, receipted expenses. Mr. Imtiaz Ansari, his London 
office manager, usually mailed back the reimbursement. The 
last such reimbursement was, I believe, in about 1987. The 
amounts were nominal and actual and I no longer have any 
records of these. I have been told that Mr. Hammoud died 
about two years ago, 

G. QUESTION: Have you ever met any directors or officers 

of the Bank of Credit and Commerce International? Please 
describe the circumstances, including dates, location and 

substance of the meetings. 

ANSWER: I cannot recall meeting any persons known by me to 

be Directors or Officers of BCCI. 

H. QUESTION: Have you, or any entity controlled, directed, 

managed, or owned by you, ever received a loan cr other 
funds from any branch, director or office of BCCI? If so, 
please identify each such lean by amount, purpose, branch, 
security, terms, and the name of any entity receiving each 
such loan. 

ANSWER: No. Neither I, nor any entity controlled, 

directed, managed, or owned by me, ever received a loan or 
other funds from any branch, director or officer of BCCI; 
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nor, to the best of my knowledge, from any subsidiary or 
U.S. bank with a BCCI connection. 

I. QUESTION: Have you ever acted as a representative for 

BCCI, or for any BCCI officer or director on any matter? If 
so, please identify each such occasion, including the nature 
of the representation, the person requesting the 
representation, the compensation, if any, paid you for the 
representation, and all actions taken by you in connection 
with each such representation. 

ANSWER: No. 

J. QUESTION: Have you ever discussed BCCI, or any BCCI 

affiliate, officer, or director, with the Emir of Bahrain? 
If so, please provide the date, location and substance of 
any discussion. 

ANSWER: Only to tell him, as I've told you above, that I 

had nc relationship with BCCI. 

K. QUESTION: Have you ever met any relative of Kr. 

Hammoud? If so, please specify with whom, when, where, and 
the purpose of each sucjh meeting. 

ANSWER: Yes, I have met the following relatives of Mr. 

Hammoud: his wife, Violette (see above) ; his daughter, 

Shams; and his son Kassem (about 2 3 years old) on various 
social occasions over the years, with no business purpose. 

I did meet his nephew. Jihad Jafet (sp?) , a young draftsman 
living in the New York City area, about 1986. 

L. QUESTION: Do you know of any U.S. citizen who has 

conducted business with any relative of Mr. Hammoud? If so, 
please identify any such individual by name, address and the 
nature of his business; please also identify the business 
that U.S. citizen engaged in with Mr. Hammoud, the relevant 
dates of any such relationship and how you came to know of 
any such relationship. 

ANSWER: The only U.S. citizens I can recall who conducted 

business with Mr. Hammoud or his relatives were Mr. Earle 
Milne, Real Estate Broker, St. Georges, Utah, who sold Mr. 
Hammoud a house in London about 1983. About 1985, Mr. 
Hammoud asked me to look at some land in Utah that Mr. Milne 
was eager to sell to him. During a visit to Las Vegas, I 
did look at the land and wrote Mr. Hammoud a letter advising 
against such a purchase. See also those persons listed in 
para C(4) above. 

M. QUESTION: What bank financed your acquisition of 50 

percent of Mission Savings and Loan in 1981? Please 
identify any partners who joined you in the acquisition, 
including their name and address. 
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N. QUESTION: How did you learn of the opportunity to 

purchase Mission Savings and Loan in 1981? Please identify 
any persons who advised you of this business opportunity. 

ANSWER TO M AND N: This small entity was Mission Thrift and 

Loan Association (not a Savings and Loan, and not to be 
confused with Mission Savings and Loan) . It was chartered 
by the California Department of Corporations, and did not 
have FDIC insurance. It was not •'acquired" but a group of 
San Diego residents sought and obtained a charter (each of 
whom invested a certain amount of money) . My ownership 
never exceeded about 10% of the Association, and the money 
was not borrowed but came from my personal funds. The names 
and addresses of the organizers can be obtained from the 
California Department of Corporations. 

'.’he Association was not profitable, but had an honorable 
end. It was duly dissolved last year, with all bills paid 
and all depositors paid off, to the complete satisfaction of 
the California Department of Corporations (but was largely a 
less to the investors, including myself) . 

o. QUESTION: Did Mission Savings, or any affiliate or any 

successor entity of Mission Savings, ever conduct any 
business with BCCI, Mr. Hammoud, or any Government official 
from any Gulf State? If so, please identify the business 
including the dates, amounts, nature of the business, and 
persons or entities involved. 

ANSWER: Neither Mission Thrift , nor any affiliate or any 

successor entity of Mission Thrift ever conducted any 
business with BCCI, Mr. Hammoud or any government official 
from any Gulf State (or, as far as I know, anyone outside of 
the State of California). 

F. QUESTION: Have you ever met or communicated with Kamal 

Adham? If so, please describe the circumstances under which 
you made his acquaintance and please describe any 
communications, •■•business activities, or other contacts you 
had with him, including the dates, locations, and 
suostance of any such communications, business activities or 
contacts . 

ANSWER: 1 have never met or communicated with Kamal Adham. 

Q QUESTION: Have you ever met or communicated with any of 

the following individuals: 

— Robert Edward Powell 
-- Kerry R. Fox 

— Roy P. M. Carlson 
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— Mohammed Rahim Motaghi Irvani 

— Rafik Hariri 

If so, please describe the circumstances under which you 
made his acquaintance and please describe any 
communications, business activities, or other contacts you 
may have had with these individuals, including the dates, 
locations, and substance of any such communications, 
business activities, or contacts. 

ANSWER: I have never met or communicated with any of the 

above individuals, to the best of my knowledge. 




Charles W. Hostler 


Subscribed and sworn to before me, Thomas E. williams, Jr. 
Vice Consul of the Uniited States of America at Manama, 
Bahrain, duly commissioned and qualified, this Fourth day c 
February, 1992. 


. Williams. Jr. 
Vice Consul of the United 
States of America 
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NEW YORK OFFICE 

j ~jj Bank of Credit and Commerce International 

i SOCIETE ANONYME 

320 PARK AVENUE. NEW YORK. N Y. 10022 


FAX TRANSMISSION 


November 14, 1990 


To: Mr. Mansoor Shafi 

First American Bank of New York 

RE: STANDBY LC NO. 50356/88 FOR S378.081.00 


With reference to the subject standby letter of credit issued in your favor for 
account of Investrade Developments of Virginia, Inc. we advise that the expiry 
of the SBLC may be extended for an additional period of six months under the 
automatic renewal clause. We also authorize you to debit our account maintained 
with First American Bank for recovery of charges related to this transaction. 

In November 1988, we sanctioned a standby letter of credit for $378,081.00 which 
was issued by us in your favor on account of Investrade Development of Virginia 
Inc., in relation to public improvements/development of land in the City of 
Alexandria, Virginia. Investrade Development of Virginia Inc., formerly known as 
Congressional Place Limited, incorporated in Delaware, is engaged in real estate 
investments, and was associated with the late Dr. M. M. Hammoud, who had been 
a valued client of ours for over ten years. 


Very truly yours, 



Shakil Hussain 


Akbar Husain 


TELEPHONE: (212) 715-2800 TELEX 425802 CABLES BCCINYEO 


NY 0006004 
CONFIDENTIAL 


Incorporated m Luxembourg 


A Subsidiary o/BCCI Holdings /Luxembourg] S.A 
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320 PARK AVENUE NEW YORK NY1Q022 


F^XED 

September 5, 1990 

DATE: 


from J.A. Pezzuti/S. Raheem 
BCCI, New York 


Mr. Khalid Sharwani 
Central Credit Division 
BCCI London 


Subject STATEMENT OF CLASSIFICATION OF LOANS (NEW YORK AGENCY! 


This refers to your fax message dated August 24, 1990. Our comments are as 
follows: 


1. 330 Madison Company: The loan has been adjusted in the books of New 

York Agency and was transferred to U.K. Region on August 21, 1990. 


2. Caprock Properties : In our opinion the specific reserve of 50% will have to 
be increased as the recent appraisal done on July 25, 1990 stipulates the 
appraised value of USD 5.00 million only with the first mortgage ahead of us 
of USD 5.4 million, copy of new appraisal is being sent to you separately. 
Copy of this was obtained from 1st mortgage holder by our attorneys. Since 
the new appraisal came after the review of account was conducted, we are 
now inclined to propose 100% specific provision. Copies of Regional Credit 
Committee approval and disbursement authorisation is enclosed, as requested 
by you. 


3. M.M. Hammoud/Carison Farm: There has been no change in the status of 
account since the demise of Mr. Hammoud. 




I CCD’s request for essential information and authorisations for new appraisals 
on the property still remain unresponded by the U.K. Region. 

In the absence of current appraisal, zoning approvals and their expiry dates, 
we are unable to comment on current value ofrthe property. 


The specific reserve equivalent to 20% is fully justified for following reasons: 

a. The account is classified as "substandard" by the regulators, N.Y. 
Agency, Price Waterhouse & CAD. 

b. Our outstandings of approx. $6.0 million are secured by 1st mortgage 
over a piece of land valued at $6.3 million per appraisal report 
available in the file;: 

c. Absolutely no information on Mr. Hammoud’s financial standing and 
source of repayment of our outstandings. 

d. Lack of utformaxion about the Saddling of Mr. Hammoud’s obligations 
after his death. 


NY 0006033 
CONFIDENTIAL 
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wmMK wb(ucn(w>g«kny toon out May 15, 1990 

mM Regional Credit Department ^ RCC 

HM. HAMMOUD 



We have been informed that Mr. Hammond paaaed away last week. 

Following are outstanding facilities in the related far the above diene 

1. Investrade Loan Principal $5, 445,000 

Interest $ 603,721 

M.M. Hammottd SBLC S 378,081 

2. Carlson Farms SBLC . $ 150,000 


In order for us to assess Banks position, we seek RCC approval for the following: 

1. Refer our security documents to legal council to assess our position. 

2. Obtain appraisal on the property in Virginia, which will cost USD 6,000 to 
USD 8,000 approximately. 







m 0012822 
CONFIDENTIAL 
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320 PARK AVENUE NEW YORK NY 10022 DATE: April 27, 1989 


from: B.A. Palkhiwala 

General Manager, USA 


Mr. Abdur R. Sakhia 
US Support Centre 


SUBJECT: carlson p ARM ltd 

^S > MIAMI ADVANCES 


Attached is a FAX from Engracia Estallela which is self-explanatory. 

You are probably familiar with this account as the L/C was opened 
under your instructions in response to Mr. Gilani's letter from London 
dated April 14, 1983 to yourself, copies attached. 

These liabilities on the books of Miami are totally undocumented. The 
file^oes not contain formal approval. Board Resolutions, Signature 
Cards, etc. 

Incredible as it sounds, one year later in 1984 the liability was reversed 
and for four years was not recorded in our books while the L/C remained 
outstanding. 

In February of 1988, the mistake was discovered, standby L/C being 
reinstated on the books. Past fees of $48,000 was collected and a 
letter was despatched to London to regularize the documentation. 

No response has been received. 

The client is now requesting an L/C to be opened by a New York 
bank in the amount of $150,000 in exchange for returning /cancelling 
the existing standby L/C of $1.2 million. 

Since it is London's client, Miami is requesting London to arrange 

for the issuance of the standby L/C so that Miami can reduce its liability 

of $1.2 million. 

This matter needs urgent handling and I request that you communicate 
with the right persons in London to settle this matter immediately. 

We must get this matter regularized without delay, not only to remove 
the liability of $1.2 million from Miami's books but also for reasons 
which we are all aware. 


Your earliest response will be highly appreciated. 


Kindest regards, 

\aJUsJl^x^ 

B.A. ralkhiwala 


fa Win 


CC: Mr. Ameer Siddiki, London 

Mr. .Imtiaz Ahmed, Central Credit Division, London 
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£°wer_of_attorney 


KNOW ALL MEN BY THESE PRESENTS THAT THE UNDERSIGNED HAS 

MADE, CONSTITUTED AND APPOINTED, AND BY THESE PRESENTS 

DOES HEREBY MAKE, CONSTITUTE, AND APPOINT, ROBERT A. ALTMAN, 

OF THE LAW FIRM OF CLIFFORD & WARNKE, AS THE UNDERSIGNED'S 

TRUE AND LAWFUL AGENT AND ATTORNEY-IN-FACT TO ACT IN THE 

NAME, PLACE AND STEAD, AND ON BEHALF OF. THE UNDERSIGNED 

WITH RESPECT TO ANY AND ALL MATTERS RELATING TO THE TRANSFER 

SALE OR OTHER DISPOSITION OF • REGISTERED 

SHARES IN CREDIT AND COMMERCE AMERICAN HOLDINGS N.V. (THE 

'COMPANY'), HELD IN THE NAME OF THE UNDERSICNED, GIVING 

AND' CRANTING UNTO SUCH ACENT AND ATTORNEY-IN-FACT, FULL 

POWER AND AUTHORITY TO DETERMI NE/^HE PRICE ' PER SHARE TO 

BE PAID AND, UPON VERI FICATIOJJXf^ftlcklPT OF THE UNDERSIGNED 

OF THE FULL PURCHASE PRICE OR S^^VER THE CERTIFICATE 

ON BEHALF OF THE UNDERSLGNfi^xX^ < A < OwmJHASER AND TO PERFORM 

EACH AND EVERY ACT A N^TtfX^>ra^SOEVER REQUIRED AND 

NECESSARY TO BE DOX^rd v&F v Ff£>(MTE THE TRANSFER OF OWNERSHIP, 

\Cr C&'S 

INCLUDING ARRANGING TJi£$^J>€LIVERY OF SAID CERTIFICATE TO 
THE PURCHASER AND TX^yROPER ENTRY ON THE SHARE REGISTER 
OF THE COMPANY. THE UNDERSICNED HEREBY Rrt TIFIES EACH 
AND EVERY ACTION TAKEN BY MR. ALTMAN AS THE UNDERSIGNED'S 
ACENT AND ATTORNEY-IN-FACT WITH RESPECT TO ANY ACTION 
TAKEN BY HIM IN CONNECTION WITH ANY OF THE FORECOING MATTERS. 

IN WITNESS WHEREOF, THE UNDERSICNED HAS HEREUNTO SET HIS 
HAND AS OF THE DAY OF 



RY ; 


TITLE: 
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SHARE TRANSFER DEED 

1. Hr Mohamad H Hamnou d hereinafter to be called 'the transferor' 

2. hereinafter to be called 'the transferor*. 

3. Credit and ccmnerce American Holdings, N.V. , a Company with limited 
liability under the laws of The Netherlands Antitiles, of 
willenstad. Curacao. Netherlands Antilles, hereinafter to be 
called 'the company'. 

Have agreed and hereby declare: 

The transferor hereby transfers to the transferee free and clear 
title to registered Shares in the Company, of a nominal value 

of US Dollars, 1.00 each, and the transferee hereby accepts to the 
said Shares. 


The consideration for the transfer of the Shares 
between the transferor and the transferee 
transferor. 


agreed by and 
Received by the 






The transferor warrants 
other charge have been gran^g^ig&^J 
Shares hereby transferred, ai 
issued thereto. 






usufruct or any 
parties in respect of the 
no shares certificates have been 


Signed this day of in 


V 

V! 

it! ' 

' i 

(TraHkferor) (Transferee) 

MR.'^OHAfMAD M. HNMOUD 

Credit and caoraerce American Holdings N.V. 

Dated: 


1784 
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ANNEXURE B 


Recent trends in the U.S. banking and the initiative exercised by 
individual states in passing interstate banking legislation, imply that 
due to a substantially increased acitlvity in mergers and acquisitions, 
the trend in premiuns paid over the books value of acquired banks indicate 
that well run banks with assets of good quality have mininun purchase 
price in the region of 2.5 to 3.0 times their book value. 


Market Value of the share of Credit 6 Conmerce American Holdings N.V. 
(CCAH) was evaluated on basis of the book value of the Company’s shares 
as at 30 September 1988, as per Company's audited balance sheet. 


Book Value of CCAH as at 
30 September 1988 


Number of shares outstanding 
as at 30 September 1988 


Book Value per share as at 
30 September 1988 


"Market Value" per share as at. 
say 90% of 2.75 times the book 
as at 30 September 1988 


US$724, 



US$ 


.477.00 


,00 


2,673.75 


6.617.53 


The Directors of CCAH consider the above market value to represent a 
fair value of the Company's shares. CCAH is the ultimate parent company 
of First American Bankshares Inc. (FAB), a multistate bankholding company 
which operates banks in New York. Maryland. Virginia, Tennesse and the 
District of Columbia, with total assets exceeding USS 9.6 Billion and 
210 branches and banking offices situated in same of the most prime 
locations in the above States. FAB ranks well within the first 100 
largest bank holding companies in the U.S. A, and recently acquired NBG 
Financial Corporation, the bank holding company which owns National Bank 
of Georgia in Atlanta. Georgia. 


Value of 2115 Shares Held 
For Rubs tone Trading Company 
As per arrangement with Mr 

M M Hanmoud US$13,996,075.95 


1782 
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The Manager, 

Bank of Credit & Comrezce International, 
(Overseas) Limited, 

P.O. Box 1359, 

George Town, 

Grand Cayman. 


Dear Sirs, 


With reference to the loan advanced 
to Messrs. Rjbstos Trading, of 




recomrendation 
2 Million, I hereby 


authorise you to hold my sha^f^Qr^ Credit^arid Comrerce American 


Holdings N.V. , as security 
loan. 


cov^st ynS outstanding balance of the 


For this purpose, I enclose blank transfer deeds signed by me 
as transferor. 


Yours faithfully, 

0 


M. HAMOUD 


1823 
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ANNEXTURE A 


RUBSTONE TRADING OCftFANY 


Rubs tone Trading Company was registered in Panama in 1984. The director. 
Mr Y T Chehadah, who is a Lebanese national. The Company' is engaged 
in short-term investments in stocks and shares, and in real estate on 
a smaller scale in Labenon and on a compartiveley bigger scale in Europe, 
the United States and the Far East. /.'O' 

Mr Y T Chehadah is very well known rt&pirfoud through, whom he 

/ *»V‘ 

formendation, Mr Chehadah' s 


was introduced to BCCI. Upon 




banking relationship was est^Aish^tf^irfh BCCI. Some of the credit 
facilities to Mr Chehadah and his ^prfpanies were reconmended by Mr Hammoud 


and have satisfactorily been settled. 
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B *nk ok Credit and Commerce International s.a. 

NEW YORK AGE NCV 3J0 PARC AVENUE NfWYO«« NV1007? 


OURAEf PYT- 


^AYIWC BANK 


The Bank of New York 
1 1 0 Washington Street 
New York. N.Y. 10015 
Att: Paying And Receiving Oept. 


ordering bank 


Dear Sir: 


To the debit of our account No. 91 *2158 with you. please effect 
the following payment today in CHIPS./F£DERAL FUNDS. 


Amount in figures $ 30 f OOO. OO 

Amount .n words US Dollars fK \r Ty tUous**<i 0 * 0 1 y 


Pay To: G’tflWnlC, Wo Si 

For account of 






^eir Ref: 


t>Y 


/truly yours. 


Authorized Signature 


Authorized Signature 


PHONE I212J 715 2S00 TELEX: 42SMM BCO UT CASLEC SANCRCCGM 
I‘vorpor*tt4 m LumW] A JiAii A wy < ICC/ HtUntgl /I uirmAtmrjj S A 



S': 3020776 

CONFIDENTIAL 
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DR GHAITH R. PHARAOWS CROUP 


SUMMARY OF GLOBAL LIABILITIES 


(Amounts In 


31.12.1986 31.12.1987 


BCC1 S. A. 120 219 

BCCI (Ovarssas) 

Ltd 100 106 


220 325 


il 


USSM) 


31.01.1988 


110 


92 


202 


ft> o &(/.</ 



nr op c.i.p 
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p 2 8 JANUARY 1<*S> 

C5D 

4TH FLOOI 


On the instructions of your client. Dr. Ghaith Pharaon, kindly debit 
his account number 04006703 and credit value 29 January 1'’88 the 
following amounts: 

1. USS107.436.488.27 to BCC1 S.A., Bahrain, for the credit of 

account numbers listed below 

AMOUNT IN USS ACCOUNT NUMBER 

10 . 000 . 000 .-- 

4.764.943.13 

4.000,000.— 

14.500.000. -- 

10 . 000 . 000 .— 

20.386.545.14 

10 . 000 , 000 .— 

33.785.000.— 

107,436.488.27 



JIIC MAN ACL W 

bcci (OVF.nsr.ASi ltd 

GRAND CAYMAN 




2. USS 12 , 000 ,000. -- to account number 01006923. and 
US$600.000. — to account number 01006990 in your branch. 

3. USS9.950.000.-- to BCCI (Overseas) Ltd. Paris for Dr. Pharaon’s 
loan account. 



r. >6u 
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WET SALE PROCEEDS OF 
WBCFC SHARES 


29 January 1988 

7.^/ 


UTILISATION OF SALE PROCEEDS 


On 31 Dacaabar 1987# balanca outstanding in account nuabar 04006703 in 
SCCI (Ovtrataa) Ltd Crand Cayaan was US$130,670,381.94. This balanca was 
utilisad on 29 January 1988 as follows to rapay tha loans of Dr Ghaith 
Pharaon listed below: 


1 . 


2 . 


3. 


Account No 

Balance in USS 

14000602 

10 , 000 , 000.00 

14000873 

4,764,943.13 

14000721& 

4, 000,0pp. 00 

14000599 

14.500/J®M0 

14000737 

lO.^/rff.OO&bp. 

14000828 

20,386',545.i«v;-. 

14000884 

10,000,000.00 

14001023 

33.785.000.00 


107.436,488.27 



i 

I 


USS12*000*000.00 were utilised by . BCCI (Overseas). Ud Grand 
Cayman to settle the overdrawn balances in accounts numbered 
01006923 and 01006990. The credit balances in thbse accounts 
on 31 January 1988 were USS339.836.93 and US$50,569. 08 respectively. 


USS9 ,950,000.00 were remitted to BCCI (Overseas) Ltd Paris for: 


(a) Payment of US$1,720,589.35 to BCCI S.A Djibouti for full 
repayment of Dr Pharaon a s loan account. 

(b) Payment of US$8,229,414.65 to Dr Pharaon *s loan account 
in Paris Branch to reduce the balance from US$11,858,317.99 
to US$3,628,903.34. 
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DR G R HjMMQj 


1. BACKGROUND 


Dr Pharaon Is a Saudi entrepreneur aad a gradual# of Havard 
Business School. Ha aatabllahad Saudi Raaaarch aad Development 
Corporation L lml tad (REDBC) la 1966 with -an Initial capital 
of US8* 110,000 which coamaacad bualaaaa aa a trading coaglomarata 
la Saudi Arabia. Tha ccnpany waa extremely auccaaaful during 
tha early 1980'a, but ran late difficult!#* la 1904 by which 
time tha ccapany had total aaaata la axcaaa of US0 400 million. 
During 1907, tha bank borrowing* of RIDE war* raachadulad 
for rapaynant evar a tan yaar parlod. BCCI exposure ralata* 
to porsonal borrowing* only aad thara la no axpoaura to REDE. 

In addltloa to REDBC, Dr Pharaon aatabllahad dlvaralflad 
business Interests outside the Kingdom, la 1970 he acquired 
1001 stake la the National Bank of Georgia (NBG) in Atlanta, 
which ho sold in 1987 to GCAH for USS 220 million, on which ( 
a commission of 101 (USS 22 million) was paid to BOCI. His l 

investments include banks. Insurance cangmnles, hotels and ' 
leisure concerns mainly In tha Far East, Europe and tha USA. 

In January 1988, the sale proceeds of NBG held in a pledged 
deposit, were utilised to reduce tha borrowings of 
Dr G R Pharaon, and a further reduction In loans by USS 20 
million took place In June 1988. 


2. EXPOSURE 


USS millions 



15 June 

1988 

31 Dee. 

1987 

31 Dec. 

1986 


Dcposure 

Limit 

Exposure 

Limit 

Exposure 

Limit 

Funded 

facilities 

181.0 

170.0 

297.7 

170.0 

238.6 

200.0 

Contingent 

facilities 

18.9 

20.0 

25*5 

20.0 

6.5 

20.0 


199.9 

190 .0 

323.2 

190e0 

245.1 

220.0 


r jJ/Z fPC'lm? 
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3. SECURITY 


USS millions 
Shares in NBC 

IS June 1988 

31 Dec. 1987 

31 Dee. 1986 

Financial Corp. 


- 

140.0 

Shares in 

Independence Bank 

Shares In 
Centrust Savings 

60.0 

60.0 

49.0 

Bank 

1S.0 

- 

m 

Shares in Club 

Mtdi terranee 
Deposits under 

37.0 


i 

1 

pledge 

34.0 

160.1 

34.0 


146.0 

220.1 

223.0 


4. REVIEW OF THE ACCOUNT 

Dr Pharaon maintains an activa portfolio of accounts with BOCI , 
and moots his commitments on tins. The portfolio has a high 
turnover as the crsdlt facilities (cash and contingent) extended 
to Dr Pharaon are generally for one year, occasionally renewable 
thereafter for three to six months. 

In January 1988, the cash exposure of USS 297.7 million was 
reduced by application of the pledged deposit carrying the sale 
proceeds of NBC. In June 1988 the loans were further reduced 
by USS 20 million. The cash exposure as at 1$ June 1988 Is as 
follows* 

USS millions 


Cash 

fieposure 

181.00 

Less 

t secured by deposits 

147.0 

Less 

i secured by shares in 



Independence Bank 

(60.0) 

87.0 

Less 

t secured by shares in 



Centrust Savings Bank 

ns.Q) 

72.0 

Less 

t secured by shares in 
* 0 



Club Medi terranee 

i 2M1 


3S.0 


ft) DlL </<> 
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Less a approved claan limit 


( 25 . 0 ) 


Claan Jbcposure 


10.0 


Additional aacuritias to reduce tha claan axpoaura ara axpactad 
to ba dapositad by Dr Pharaon. 


OTHER COM MENTS 

All tha balancas of cash and icont infant facllltias as at 30 Saptanbar 1987 
were conflrmsd by Dr Pharaon. 

In viaw of tha substantial reduction In tha cash axposura during 1938, 
and additional security already lodged by tha customer, and tha stocks 
to ba received, tha claan axposura of USS 10 million is considered 
manageable and should not ba viewed with concern. 


i 

l 


r,j?4 


trn n Ii4l 
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Latin America Sl Caribbean Regional Office 

1 no AVtNUC iStnFiOC* MIAMI FlOft'OA 33»HJ2M U S * 


SEN 000701 


o*u February 25, 1988 EMP/ 6822 


"0“ S.M. Sh.fi 

BCCI-LAR-Caribbcan 

sutJtct Cent ruse Savings Bank 


to Mr. Akhcar Anis 

International Division 
BCC London 


Enclosed please find a renewal proposal for USS5M facility for 
confirmation of sight Letters of Credit for Contrast Savings Bank. 
Financial data of the Bank and considerations for our reeonmendations 
are incorporated in the limit proposal. 

Kindly advise clearance as early as possible. 


Regards, 


S.M. Shafi 


Enel. 




C 00C2312 * 
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. w mvl imru^A IVTPNAI 

•* •* CA*4«UM AfOOMAl o»»a 

IJOD •mCHCi.L tVtNM MMM nOW CI BH'UI* 


November ~1 8, 1986 



Hr. David Paul 
Cantrust Savings Bank 
Main Offica 

101 East Flaglar Straat 
Miami, Florida 33131 


Daar Mr. Paul: 

I wish to taka this opportunity to thank you for tha hospitality 
randarad to us during today's lovaly lunchaon . 

I hopa va vill ba abla to raciprocata by organising a lunchaon 
in our praaisas vary soon. 

I look forvard to saaing you in tha near future. 


Regards , 


Abdur R. Sakhia 


PHON1'. 301 • 9740777 TILIX: N«OM CAILU: BAICNieOM 


PHONES 01 - 2 S 3 •*** 


TELEX ft«2W 


C 000234$ 
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Bank of Credit and Commerce International 


(OVCMEA*) UMiTtO 1>T:n AMC»ICA ANO CAHliitAN M5.5N 

ACMIN»S*IU7IVC 0**'CZ 12C0 SB CKE-. AVfS w « MIAMI PLC*lCA3J-3i 


SEN 000507 


Juat 28 , 1988 
EMP/ 7821 


Mr. Walter D. Shealey XII 
President 

C«atrus c Savings Bank 
101 Ease Flagler Serstt 
Miami, Florida 33131 

Dear Mr. Shealey, 

Thank you for taking tiaa out of your busy schadula to meat with us in 
our continuing saareh for ways to angaga your fins institution ih a 
mutually beneficial and profitable relationship. 

We are indeed grateful for the cordial reception fcs well as the quality 
of our dicussions. Ve hope that through further discussions ve would 
gain better clarity and clearer perception of the business thrusts of 
our two institutions. 


We have noted to liase with Mr. Norman Stay ton in aeeting with the 
suggested Division beads at your bank as part of our outgoing efforts 
to cristallae the relationship. 

Thank you and regards to Messrs David Paul and Norman Stay ton. 



TELEPHONE 005) 374 MM TELEX 26*662 SCC LAP Pax (305) 371 67M 


c 0002073 



Latin America & Caribbean Regional Office ^ atc 

1700 BRICKEU AVENUE Utn FLOOR. MIAMI FLORIDA 33131-3PP8 u S * DATE April 28, 1988 

FROM Ola D. Wilson/Romit Basu to File 

subject CenTrust Savings Bank 

Person(s) Contacted Mr. Norman Stayton, SVP 

BCC Calling Officer : Ola D. Wilson / Romit Basu 


Purpose of the cal] was to follow-up on the necessary formalities of the 
relationship i.e- the opening of an account and the encashment opportuni- 
ties. Mr. Stayton to our dismay and disappointment informed us that CSB 
has withheld a decision on our proposal pending the replacement of Mr. 
Stephen Cfcine , the Senior Executive Vice President who recently resigned 
from the bank. 

Mr. Stayton however, assured us that it is a matter of time and we should 
not worry as our proposal in his opinion, is credible and that he would 
strongly recommend our proposal to Mr. ctine ’ s replacement and the 
management of CSB. 


We would continue to foliow-up with Mr. Stayton and also elicit the 
assistance of Mr. Ar.iad Avan in presenting our proposal to Mr. Ameer 
Lod'n# who is very well connected with CSB. 
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I,atin America & Caribbean Regional Okhc l 

»?oobfhckell avcnuc 'Sir* floor miam. Florida jv^t jwus* June 28, 1988 


frcv Ola D. Wilson/Romit Basu 


File 


subject Centrust Savings Bank 


Persons Concacted 


Mr. David Paul, Chairman of the Board and CEO. 
Mr. Walter D. Shealev III President 
Mr. Norman Stayton, SVP 


BCC Calling Officers 


Romit Basu 
Ola D. Wilson 


Purpose of Cali Review L/C Business volume & determine encash- 

ment opportunities. 

Details of Discussions In response to our inquiries on the non-utiliza 

tion of the US? 5 million line of credit, Mr. Shealey advised that Centrust 
Savings Bank handies little or no L/C transactions. CSB currently has about 
l'S? 700, OOu L/C outstanding most of which are domestic standby L/C's for the 
banks own account. The few trade L/C's were also for CSB's account and are 
in connection wit:, the purchase of materials and equipment for the Centrust 
building, most were routed through Barnett Bank. 

Mr. Shealey apprised us of the on-going restructuring within CSB and noted 
that CSB is in the process of outlining its Commercial Banking Ifust and 
has taken steps to improve its delivery capabilities in line with that o: 
the competition. 

Mr. Shealey hopes that the Commercial Banking operations and the marketing 
o: the associated services would be firmly in place by year end. Mr. Sneale 
further stated that their priority is to offer working capital loan and of 
required some trade finance lines as an aricilliary service. 

We expressed our desire to be the extension of CSB for all of its internatior 
banking requirements, and suggested that CSB in its planning strategy should 
look at Trade Finance as a profitable product which requires little oft.no 
capital expenditure. Our suggestion appeared to be well received. Mr. Davie 
Paul who shares the ownership of CSB with Gaith Pharaon expressed his goodvil 
and admiration for the managements and business strategy of BCC and encourage 
his people to find ways where the two institutions can mutually benefit. The 
suggested areas are Commerical Real EState / Receipt /Clearing and Float managea 
of Foreign currency instruments. Residential Real Estate Mortgage and Loan 
participation. 
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Mr. Shealey requested Mr. Stay ton to arrange meetings with the heads of the 
various division in CSB for purposes of further reviewing areas of mutual 
interests and benefits. 

Ola is to follow-up with Mr. S. Stay ton in arranging the meetings. 



/iv 
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r.A.vK of Credit and Commerce International s.a. 

NCW YORK AGENCY JSUl am. AVI MU' niw«iih» . 


OUR REF PVT- 


PAYING BANK 

The Bank of New York 
1 1 0 Washington Street 
New York. N Y. 10015 
Att: Paying And Receiving Dept 


Dear Sir: 


OATE 


ORDERING BANK 


To the debit of our-account No. 91 -21 58 with you. please effect 
the following payment today in CHIPS./FEDERAL FUNDS. 


i >oc. oe> 


Amount in figures $ j q 0 
Amount in words US Dollars rwo lw^/ €e { sa • ' 

Pay To: s Ha^^c/' T 6* . i ^ Ve . 

Foraccountof y- ^ for ; fyVW ur<d.V f* -Vc #f \r^<r 6< 

^ *1 -2^ PaI<+a ft*. MA^O/tA ( ^t/a . 4,/c * yllt$YOO0O o £ 

Their Ret: ^ 

A/O : AJh.o F^.^V. • 

Very truly yours. 4 0 


Authorized Signature Authorized Signature 

PHONE: (212) 715 2800 TELEX. 425808 BCCI NY MT CABLES BANCRECOM 

/ w eeW m Uw4»>| A M«*en e/ #CC/ MmH.mfl /U<nto>|/ 5 « 
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R244 

RX-GT2 1121 EDT G3/G5/86 

MAR 05 1986 1123 
♦425BG6B BCCI NY KT 

BCCI 469163MC 

TLX N® 5542 TS/5E DTD 5-3-86 
TO BCCI NEW-YORK 
FM BCCI MONTE-CARLO 

TEST NG FOR USD 290.00®.- 



VALUE 7-3-66 PLS PAY LSD 23G. ®GG. - BANCO OTLANTICG 
PLAZA DE CORT 27-28 PALMA DE MAJORCA SPAIN FOR CREDIT OF 
CUSKSON 1 1 NAB I LA* 1 A/C NG 41:664®®®? UITr THEM B/C 
ADNAN KHASHOGGI. 

O/REF 0TT/MC/NY/09/B6 (.) 

RGDS 

BCCI MONTE-CARLO 
♦4258GBB BCCI NY MT 

BCCI 463193MC 
REPLY VIA ITT 



THEY DISC. 

Elaosea time 30:01:34 
PRINTED ST 1 i c'3 EDT 03/05/6E 



NY 0020779 
CONFIDENTIAL 
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DISK 2 PAGE 354 
MESSAGE « 533 

RCV LN 1 SEN 000 73Q 

264062 BCC LAR 
RCA MAR 27 1215 

27TH MARCH 1986 

CYM/SMA/0914 


C.C. MR. S.M. SHAFT 
GENERAL MANAGER 
LATIN AMERICA REGION 
BCC 2 MIAMI 


MR. AKHTAR ANIS 

EXECUTIVE IN CHARGE INTERNATIONAL DIVISION 
BCC I LONDON 

SUBJECTS EURO BANK CORPORATION, GEORGE TOWN, GRAND CAYMAN 


REFERENCE YOUR TELEX LDN/4789/83G OF DATE, WE ADVISE YOU AS 
UNDER i- 

EURO BANK IS A LOCAL SMALL BANK OPERATING ONLY OFFSHORE BUSINESS AND 
THEY DO PLACE FUNDS WITH US BETWEEN DLRS 1,000,808/- - DLRS 3,880,000.00 
TIME TO TIME. 

WE WERE APPROACHED BY ONE OF THE DIRECTORS OF THE SAID BANK WITH 
THE PROPOSAL THAT THE BANK WILL DEPOSIT USDLRS 10,000,000.00 WITH US 
IN THE NAME OF A COMPANY WHICH IS UNDER FORMATION IN THE CAYMAN 
ISLANDS AT THE REQUEST OF MR. ADNAN KHASHOGGI, AND THAT COMPANY 
WOULD LIKE TO HAVE CREDIT LINE AGAINST THESE DEPOSITS WHICH WILL 
BE UNDER LIEN TO US TO WHICH WE HAVE NOT MADE ANY COMMITTMENT. 

THE ABOVE MATTER WAS DISCUSSED WITH US ONCE IN THE FIRST WEEK OF 
MARCH AND AFTER THAT NO FURTHER COMMUNICATION HAS BEEN MADE BY THEM. 

IN CASE THE ABOVE BANK REVERT TO US AGAIN, WE SHALL REFER THE MATTER 
TO YOU FOR YOUR PERUSAL AND GUIDANCE WITHOUT ANY COMMITTMENT TO THEM. 

BEST REGARDS, 

S. M. AKBAR 

BCC I GRAND CAYMAN 

284862 BCC LAR*\ 

DURATION 242 SECS LISTED 0233 ???01-06-00 
PAGE 360 IS NEXT 


805 


DISK £ PAGE 365 
MESSAGE « 535 
RCV LN I 

264862 BCC LAR 
RCA MAR 27 1223 
264089 BCCMI UR 
MSG A742 

THIS IS BCC I MIAMI TLX&OOM, WE ARE RELAYING THIS MSG 
TO THE ATTN* OF MR. S. KT SAHFI, WE QUOTE MSG BELOW 


QUOTE 


892251 BCCLNA G 

ZCZC BTX7I2 0055 0052 IPP591 

MIAMI/TO* BCC I MIAMI U. S. A. 

.002 TLX REF LDN 4709/03G 27.03.86 



TO BCC I GRAND CAYMAN 
ATTN MR S M AKBAR 


EURO BANK CORPORATION, GEORGETOWN, GRAND CAYMAN 


WE UNDERSTAND THAT THE ABOVE BANK HAS RECENTLY HELD DISCUSSIONS 
WITH OUR GRAND CAYMAN BRANCH FOR ISSUING A LETTER OF GUARANTEE 
FOR USD 10 MILLION IN FAVOUR OF BCC MONTE CARLO FOR MR ADNIAN 
KHASWOGGI. KINDLY LET US KNOW WHAT PROMPTED THESE DISCUSSIONS? 

IN VIEW OF THEIR SMALL SIZE AND BECAUSE WE DO NOT KNOW THEM WE 
WOULD NOT BE INTERESTED IN ACCEPTING THEIR GUARANTEE. 

PLEASE BE GUIDED ACCORDINGLY. 

REGARDS 

AKHTAR ANIS 
INTERNATIONAL DIVISION 

CCl MR S M SHAFI 
BCCI MIAMI 

BANCRECOM LONDON 


0057270386 

NNNN 

892251 BCCLNA G 


UNQUOTE 
REGARDS 
BCCI MIAMI 
NNNN 

264080 BCCMI UR 
264862 BCC LAR. ...«\ 

DURATION 205 SECS LISTED 0239 ???01 -06-00 


PAGE 370 IS NEXT 
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STANDARD ft POOR’S REGISTER 


c. *A1 m directors 

PRODUCT*! Submiaielurc taggle A pushbutton switches a 
SXC MIS ■ h 

AMERICAN SYNTHETIC RUftlER COtP. n 

o> nuo, UwievMo. Ky. 40233 S.l 

TaL 5024494300 

•Chm. Pm * Chief Em Officer— Dsk W. Dodrill 
V.P (Plat— William R. Tranill 

emi V.p (MIR) — Donald Schmidt «p 

V-P (Tech >— Gene Trail E 

V-P (NmM Mgt>-Richard T. Erast *S 

Accra — Emu ft Young. Louisville. Ky. C 

Wmj Buk— Citizens Fidelity Bank ft Trat A 

r Company m 

Primary Law P b m Ota a aah aum DoU A McDonald pi 

Salas: *93 Mil Bnaleyeae: 311 nil 

•Alaa DIRECTORS —Other Dbactars Am 
Charles H. Ehlers Charloa Ghoea J, 

Gnat Oibaoa P. David Jones PR 

C. KObank Andre Marlin S.I 

- Paul G Miller Ronald C MutgMtg 

06 Andrew V. Peters Richard SchnyeT 


oS? .Ah i 


And *** V. torn Uchwd Sehnyct 

Yves Trcllu 

PRODUCTS: Polybutadicnc rubber, laces ft liquid rubber, 
eoluttoo styrene butadiene rubber 
SXC. 3S22; SOM 

AMERICAN SYSTEMS CORPORATION 

14300 Part Maodow-Pr, C hn uMB y , Vo. 33021 
TaL PCS 001 0300 

•ttrm. Saey ft Tr ees H. Thomas Curran 
•Pm— Forrest G. Ramsey. Jr. 

Sr V-P— William R. Roberts 
V-P (Mkt|)— Kenneth L Boens 
Acett— Thompson. Greenspon ft Co.. Fairfax. Va. 
Primary Ranh— Sovran Bank. N.A. 

Primary |Law Firm— McGuffic. Gner. Whitney ft 

Sabs SSOMil Emp loyees: 1 .200 

•Abe DIRECTORS 

BUSINESS: Systems engr. ft tech, assistance for dmign ft 
devel. of integration. instaU. ft muni, of various 
intelligence. local area networks, ideeommun ft office 
automation sys. design. deve l opment ft manufacturer 
^umin^ umublurs ft other ekctranic sys. ft products 

'AMERICAN SYSTEMS A 
EQUIPMENT CORP. 

40 Otvioe ft, Chimp a a. Mesa. 01014 
T4L 413424-2210 
Pm Mart Barowsky 
Sales Range: Si —2. MU Employees: S 
PRODUCTS: Machine tool import ft distr. 

SXC SOM 

AMERICAN TACK A HARDWARE 
CO., INC 

■abort PMt Drhra. Man say, N. Y. 10*52 
TaL 914-352-2400 
•Chrm ft Secy— Edward H. Wcinberp 
•Pm— James L Wcinberp 
V-P < Salas >—L L. Worby 
V-P (Eagr>— Martin Lee 


PRODUCTS: Coffee, tea. peanut butler, mustard 
SXC 2095; 2035; 2099 

AMERICAN TECH 
MANUFACTURING, INC 


Db Mktf— J. A. Wemberi 

Pureh Aot— M. Weintnub 

Pred Mm— K. Mandoakc 

Dm Free Mpr— James Kelly 

Ned Sobs Mgr— L Oordoo 

Aeeta— Eisner ft Lubin. New York. N. Y. 

P r i mary Rank— Chase Manhattan Bank. N.A. 

Primary Law Finn— Kaye. Scholar. Fiennan, Kayt ft 
. Handler 

Saba Range: S20-33MU Employ on: 1*0 
•Aba DIRECTORS 

PRODUCTS: Thumbtacks, upholstery sails, carpet tacks, 
nails, screws, bolt*, other hstcacn. picture haogerv 
decor a tive switch plant, hooks, tool holders, decorative 
dmtf brackets ft planter hardware 
SXC 3429: 33**| 3432: 3M4 
AMERICAN TANK A FABRICATING CO. 

13214 B mv n ae d Asm. Oava l awd, Ohio 44111 
TaL 214-253-1500 
•Chm— John J. Ripich 
•P m T erry Ripich 
•Chief Eaae O ffi cer L awrence Ripich 
•Esae V-P— John R. Ripich 
V-P (M%) — Stanley Youtt 
Mkt Mm — Donald C. Rehear . ' . 

Babe 3I5MU Employees: 100 

•Aba DIRECTORS -Other Dboctacs Am , 


SJJCMmTW: 3490; 3499; 5051 

AMERICAN TARA CORP. - 

544P bom Poodrt r oa RA. AHooto. On. 30341 
TaL 404452-7521 
■Chm— Robert J. Bridefl 
•Pres— Robert A. Slad 
V-P— Jack Pfeiffer 
V-P— Tim Kawano 
V-P— D. Wayne Woodall 
V.P 4 Treat — Susan Brown 
Secy— Marceltae Fulton 
Aims— Erast ft Young. Atlanta. Ga. 

Frj mary Bank— FtmNatiooal Bank of Atlanta 
PMmrr Law Fhm Pow efl . Goidwtm, Frazer ft 

Sabs: M2MU Employees: 230 


75 Weedmen* Rd, MlHaed. Cam. 044 
Tal. 203-8774514 
Pres — Michael Patrikiot 
V-P— GuiUermo Coto 
Secy— P. H. Patrikiot 

Accts — Cahill ft Larkin. New Haven, Conn. 


ak— People's Bank 
• Fi r m B rad y A Brody. P.C 


PRODUCTS: Machinery at 


Exec V-P— Roy Southern 
V-P— M. M. Hcaecn 
V-P— Wffliaa Tenant' 

Adr ft Pab Ral Dto—Kenneth D. Rotnoy 
•Tech Die— Omar Duwaik 

Accra— Chambers. Philbpa ft Co, Vancouver. B.C., Ci 
Sobs Under Si MU 
Stock Ferbamels): VAN 

•Abe DIRECTORS —Other Dlractan Am 
Lyle Knight Herman Pram 

Qtve Underwood 

BUSINESS: Televtatoo stations. multidiaanel dietr. 
SXC 4433 

AMERICAN 

TELECOMMUNICATIONS CORP. 

700415 W. Hoc U age^t, Vanrauvar, IX, Con. 
Tot 4044054177 

•Pres — K. R. Fes 
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Kerry R. Fox, 214/690-9200 

ORGANIZATION! AMBRICAN-TBLBCOMM-CORP 
TICKER-SYMBOL* AMTTF 
GEOGRAPHIC! TEXAS 


R3.10 Press Ctrl -Break to exit the Terminal option. 


LEVEL 1 - 61 OF 67 STORIES 

Dallas Business Journal; 

Copyright The Dallas Business Journal Inc 1990; 

Business Dateline; Copyright (c) 1990 QMI/Data Courier 

April 9, 1990 

SECTION! Vol 13; No 32; Sec 1; pg 8 
LENGTH! 641 words 

HEADLINE! ATC Expects First Quarterly Profit Despite Loss of Client 
BYLINE! Frank Smith 
DATELINE! Richardson; TX; US 
BODY! 

American Telecommunications Corp. has spent much of the past few weeks 
scrambling in the face of adversity to try and post the first profitable quarter 
in its history. 


R3.10 Press Ctrl-Break to exit the Terminal option. 


Dallas Business Journal (c) 1990 UMI/Data Courier 

The 5 -year-old Richardson company, which supplies specialized long-distance 
services to the hotel industry, lost one of its biggest customers in February, 
That's when Institutional Energy Management Inc. — which comprised almost 30 
percent of its business — told the company it was moving 58 hotel properties 
under its control off the ATC network and placing them on the network of 
Value-Added Communications Inc., an Oakbrook Terrace, 111., competitor. ATC has 
filed a lawsuit against Value-Added alleging the company misappropriated ATC 
trade secrets • 

Still, ATC reported an operating profit from January and February, and its 
chairman, Kerry Fox, said he's optimistic the company will show a profit for 
the quarter ended in March. 

But Fox acknowledged it hasn't been painless. 
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The company has reacted to the loss of the I EM properties with a four-pronged 
strategy. Zt added ZEM as a defondant in its lawsuit against VAC, alleging ZEM 
breached a contract with ATC that it claims was valid until August 1991. The 
suit is expected to go to trial in July. 

Mo matter how the trial ends, the company took a trio of other 
belt-tightening measures to combat the loss of the I EM business, which Fox 
R3.10 Press Ctrl-Break to exit the Terminal option. 


Dallas Business Journal (c) 1990 UMI/Data Courier 
estimated could cost ATC about $ 3.6 million per year. 

The company released 10 employees in March, reducing its work force to about 
45 as part of a cost-cutting program. ATC also began handling Canadian and 
overseas traffic for a number of its larger customers in early February. ATC 
provides service to about 200 hotels, all in the United States. 

Zn addition, the company has upped its gross profit margins "by several 
percent,” Fox said, thanks to recent negotiations with its bulk long-distance 
carriers , such as American Telephone 6 Telegraph Co . , MCI Communications Corp . 
and ALC Communications Corp. 

"We decided it's no good to mope about losing the business,” Fox said, "so 
we've taken strong defensive action. We've been aggressively seeking additional 
customers and additional business.” 

What the company hasn't been looking for is new markets. Fox said the company 
has no immediate plans of diversifying beyond its niche of serving the hotel 
industry. 

"There's a good reason for that,” he said. ''There are 60,000 hotels (in the 
United States). We have 200 of those. We haven't even begun to scratch the 
R3.10 Press Ctrl-Break to exit the Terminal option. 


Dallas Business Journal (c) 1990 UMI/Data Courier 

surface. We feel it's better to be a significant player in a niche market than 
to be a small player in a very broad field." 

In a deal unrelated to the IBM business loss, ATC late last month completed a 
financing agreement with an unnamed lender that will allow it to borrow amounts 
of up to 80 percent of its accounts receivable at what Fox termed a 
"substantially lower" interest rate than it previously had. Under previous 
agreements. Fox said, the company only could borrow amounts equal to 50 percent 
of its accounts receivable. 

All told. Fox thinks ATC could turn a profit for the fiscal year ending June 
30. Technically, the company had net income in 1989 of $ 753,036 on sales of $ 
12.5 million. However, the company would have recorded a loss of about $ 1 
million had it not been for a one-time extraordinary gain of $ 1.7 million 
realized from settlement of a prior lawsuit. 

For the six months ended Dec. 31, 1989, ATC posted a loss of $ 311,000 on . 
sales of $ 6.4 million. But in January and February, the company recorded its 
first two profitable months, earning $ 14,679 and $ 59,598, respectively. 


The company also expects a business decision within the next month from three 
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1/5/3 

5416176 

American Telecommunications Corp 
1666 Firman Dr 
Richardson, TX 75081-1805 

TELEPHONE: 214-234-5195 

COUNTY: Dallas SMSA: 142 ( Dallas -FT Worth, TX) 

BUSINESS: Reselling of Long Distance Telephone Service 
PRIMARY SIC: 

4813 Telephone communication, except radio 

48130102 Local telephone communications 

OWNER CHANGE DATE: NA 

ANNUAL SALES REVISION DATE: NA 



LATEST 


TREND 

BASE 


YEAR 


YEAR 

YEAR 




(1989) 

(1987) 

SALES $ 

NA 

$ 

NA $ 

NA 

EMPLOYEES TOTAL: 

NA 


NA 

NA 

EMPLOYEES HERE: 

20 




SALES GROWTH: NA X 

NET WORTH: 

$ 

NA 


EMPLOYMENT GROWTH: 

NA X 





SQUARE. FOOTAGE: NA 
NUMBER OF ACCOUNTS : NA 

THIS IS: 

A BRANCH LOCATION 
DUNS NUMBER: 18-150-0604 

HEADQUARTER DUNS: 13-171-8132 American Telecommunications 

CORPORATE FAMILY DUNS: 13-171-8132 American Telecommunications 

REGIONAL-AREA MANAGEMENT: Cleveland, Carolyn /Branch Manager 

1/5/4 

3801686 

American Telecommunications Corp 
1001 S Sherman Street 
Richardson, TX 75081-6518 

TELEPHONE: 214-690-9200 

COUNTY: Dallas SMSA: 142 (Dallas-FT Worth, TX) 

BUSINESS: Reselling of Long Distance Telephone Services To Hotel and 

Payphone Industry 


PRIMARY SIC: 



810 


January 7, 1992 1:49pm Page 2 

4813 Telephone communication, except radio 

48130103 Long distance telephone communications 

LATEST YEAR ORGANIZED: 1985 OWNER CHANGE DATE: NA 

STATE OF INCORPORATION: TX DATE OF INCORPORATION: 07/26/1984 

ANNUAL SALES REVISION DATE: 05/03/1991 

LATEST 
YEAR 

SALES $ 2 , 600, 000E $ 

EMPLOYEES TOTAL: 23 

EMPLOYEES HERE: 10 

SALES GROWTH: NA X NET WORTH: $ 

EMPLOYMENT GROWTH: 0 X 

SQUARE FOOTAGE: 5,000 RENTED 
NUMBER OF ACCOUNTS: 250 
BANK: First Bank Nat Assn -duluth 

THIS IS: 

A HEADQUARTERS LOCATION 
AN ULTIMATE LOCATION 
A CORPORATION 

DUNS NUMBER: 13-171-8132 

CORPORATE FAMILY DUNS: 13-171-8132 

CHAIRMAN: Fox, Kerry R /Chb & Pres 

PRESIDENT: Fox, Kerry R /Chb & Pres 

SECRETARY: Hanry, John D /Cfo & SEC 

Patrick, Rose /Asst SEC 

CHIEF FINANCIAL OFFICER: Hanry, John D /Cfo & SEC 

MANUFACTURING -PRODUCTION VP: Fletcher, Charles /V Pres Operations 
? b 519 


TREND 

BASE 

YEAR 

YEAR 

(1989) 

(1987) 

NA $ 

NA 

23 

23 

164,140 
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Business Wire 

December 2, 1991, Monday 

DISTRIBUTION: Business Editors 

LENGTH: 192 words 

HEADLINE: American Telecommunications Corp. temporarily exempted from filing 
DATELINE: DALLAS 
BODY: 

American Telecommunications Corp. and its parent, ATC Inc.. (NASDAQ: ATCIE) 
announced Monday that on Nov. 19, 1991, it was granted a temporary exception to 
the filing requirements established under NASDAQ bylaws. 

Under the terms of this exemption, the company was required to file its 
annual form 10-K and quarterly form 10-Q with NASDAQ and the Securities and 
Sxchange Commission prior to Nov. 20, 1991, at which time, NASD will re-evaluate 
che company's status. Both reports were filed on Nov. 19, 1991. 

13.10 Press Ctrl -Break to exit the Terminal option. 


(c) 1991 Business Wire, December 2, 1991 

The company's trading symbol was changed from ATCI to ATCIE on Oct. 22, 1991, 
and will remain ATCIE until NASD has completed its evaluation process. 

American Telecommunications Corp. is a broadly based provider of long 
distance telecommunications and management services to the hotel, motel and pay 
phone industries throughout North America. As such, it provides a full line of 
iong distance services, operator and billing services and the installation and 
naintenance of specialized call accounting equipment. 

CONTACT: American Telecommunications Corp., Dallas 
Kerry R. Fox, 214/690-9200 


DRGANIZATION : AMER-TELECOMMUNICATIONS 
riCKER-SYMBOL: ATCIE 
GEOGRAPHIC: TEXAS 


INDUSTRY: TELECOMMUNICATIONS 
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Copyright (c) 1991 Business Wire Inc.? 
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July 12, 1991, Friday 

DISTRIBUTION t Business Editors 

LENGTH: 263 words 

HEADLINE: ATC Inc. completes negotations to acquire common stock of HF 
Communications Inc . 

DATELINE: DALLAS 

BODY: 

American Telecommunications Corp. and its parent ATC Inc. ( NASDAQ: ATCI) 
announced Friday that it has now completed negotiations to acquire all of the 
common stock of HF Communications Inc., a Miami-based privately held supplier of 
long distance services to the lodging industry. 

This acquisition will add over 100 major new hotel customers to ATC's 
axisting business base, primarily in Florida, Georgia, Ohio and New York. As 
R3.10 Press Ctrl-Break to exit the Terminal option. 


(c) 1991 Business Wire, July 12, 1991 

these new hotels are added to ATC's business base, the acquired company's 
Dperations in Miami and Atlanta will be gradually absorbed into ATC's operating 
systems at its Richardson, Texas, headquarters. 

With these additional hotel properties, ATC will now provide its unique long 
distance services to over 1,000 hotels and 10,000 pay phones nationwide. With 
this additional revenue and expected growth of its existing business, ATC plans 
for net sales to reach $25 million for its fiscal year which began July 1, 1991, 
up over 50 percent from the $16 million in net sales which the company expects 
to report for the prior fiscal year ended June 30, 1991. 

American Telecommunications Corp. is a rapidly expanding and broadly based 
provider of long distance telecommunications and management services to the 
notel, motel and pay phone industries throughout North America. 

As such, it provides a full line of long distance services, operator and 
billing services and the installation and maintenance of specialized call 
accounting equipment. 

CONTACT: ATC Inc., Dallas 

Kerry R. Fox, 214/690-9200 

R3.10 Press Ctrl-Break to exit the Terminal option. 
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ORGANIZATION: ATC- INC 


TICKER-SYMBOL: ATCI 
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HEADLINES American Telecommunications enters into negotiations to acquire common 
3tock of HP Communications 

DATELINES DALLAS 

BODY: 

American Telecommunications Corp. and its parent, ATC Inc. ( NASDAQ sATCI ) 
announced Thursday that it has entered into negotiations to acquire all of the 
common stock of HF Communications Inc . , a Miami -based privately held supplier of 
long distance services to the lodging industry with service to some 100 major 
lotel properties in Florida, Georgia, Ohio and New York. 
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This potential acquisition would add over $6 million to ATC's annual sales 
and will be integrated into ATC's existing business base in Dallas. The company 
axpects to complete its present negotiations and actually consummate this 
acquisition within 30 days. 

With these additional hotel properties, over 30 of which are in Florida, ATC 
*ill become one of the major suppliers of hotel long distance services in the 
entire southeast part of the United States. 

American Telecommunications Corp. is a rapidly expanding and broadly based 
provider of long distance telecommunications and management services to the 
lotel, motel and pay phone industries throughout North America. 

As such, it provides a full line of long distance services, operator and 
silling services and the installation and maintenance of specialised call 
accounting equipment . 

CONTACTS ATC Inc., Dallas 

Kerry R. Fox, 214/690-9200 


H3.10 Press Ctrl-Break to exit the Terminal option. 
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PART III 

ITEM 10. DIRECTORS AMD EXECUTIVE OFFICERS OF THE REGISTRANT • 


The Directors 
as of June 30, 1988, 

and executive officers of the Company and 
their ages. and positions are as follows: 

Name 

Age 

Position with the Company 

Kerry R. Fox 

63 

President and Director 

John D. Henry 

41 

Chief Financial Officer 

Syed Zlauddin 
All Akbar 

44 

Director 

Raymond R. 
Cottrell 

48 

Director 

Edward G. 
Anderson (1) 

34 

Director 

Marlene K. Hart 

38 

Director 


(1) Pursuant to an agreement with BG Acorn Capital Fund and 
First City Securities, Inc., participants in a private 
placement of securities of the Company, the Company 

agreed to nominate Mr. Anderson to the Boards of Direc- 
tors of the Company and ATC for at least one term. In 
accordance with that agreement, Mr. Anderson was elected 
a Director of the Company on December 16,-1985. 

Kerry R. Fox 

Mr. Fox became President and Director of the Company In 
June 1985 and August 1984, respectively, and became Chairman 
of the Board and -Chief Executive Officer of ATC in August and 
November 1985, respectively. From February 1982 to November 
1984, Mr. Fox was Executive Vice President of Transmis- 
sion/Switching for U.S. Telephone Long Lines, Inc., a wholly 
owned subsidiary of U.S. Telephone, Inc. From 1974 through 
1982 he was employed by Rockwell International Corp., first as 
Vice President and General Manager of Rockwell's Collins 
Transmission Systems Division, then as President of Wescom 
Inc., a subsidiary of Rockwell and then as President of Wescom 
Communications Switching Division of Rockwell International. 
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Frior to this association with Rockwell, Mr. Fox was Vice 
President and General Manager for Communications and Electron- 
ics with Martin. Marietta, in Orlando, Florida. Mr. Fox holds 
e B.A. in Electrical Engineering from the University of 
Michigan and did graduate work in Electrical Engineering at 
the University of Colorado and in Business Administration at 
the University of Maryland. 


John D. Henry 

Mr. Henry was elected Chief Financial Officer of the 
Company on June 9, 1968 . Mr. Henry has previously served as 
Controller of- National Pump Company, Inc., as Vice President 
of Finance for General Steel and Wire and as Chief Financial 
Officer for Energy Sources, Inc. In addition, Mr. Henry has 
over ten years experience as a financial and accounting 
consultant .to both publicly and privately held corporations. 
Mr. Henry graduated from Texas Tech University with a Bache- 
lors Degree in Accounting and Business Law. 


Syed Ziauddin Ali Akbar 

Mr. Akbar has. served as a director of the Company since 
November 1986. He is a Director of Futures Advisory Services 
Limited. His previous positions were Budget Officer of 
Commerce Bank Limited, Karachi, Pakistan, Accounts Officer, 
National Bank of Oman, Muscat and Incharge Center Treasury 
Division, Bank of Credit and Commerce, London. Mr. Akbar 
graduated from Osmania University, Hyderabad, India with 
honors and a B.Com and a M.B.A. 


Raymond R. Cottrell 

Mr. Cottrell was elected a Director of the* Company in May 
1984 end is currently President and major shareholder of Grey 
Point Capital Consultants Inc., a private British Columbia, 
Canada, company engaged in merchant banking activities. 
Formerly, Mr. Cottrell was Vice President and General Manager 
of Noramco Capital Corp. from September 1982 to December 1986. 
For more than three years prior to joining such firm in 1982, 
Mr. Cottrell was a private investor. Mr. Cottrell serves as a 
director of the following Canadian publicly held companies: 
Golden Knight Resources, Inc.; Gold Texas Resources Corp.; 
Colches Resources Ltd.; Com-alr Containers (Canada) Inc.; and 
Enterprise Resources, Inc. 
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Edward G. Anderson 

Mr. Anderson was elected a Director of the Company on 
December 16, 1985, as nominee of B.G. Acorn Capital Fund and 
First City Securities Inc. From July 1985 to June 1988, Mr. 
Anderson served on a full time basis as the Vice President 
responsible for managing the investments of B.G. Acorn Capital 
Fund, Toronto, Canada. From April, 1983 to. July, 1985 he was 
employed as Manager-Investments of Royal Bank Venture Capital 
Limited, a subsidiary of Royal Bank of Canada. From Septem- 
ber, 1981 to April, 1983, Mr. Anderson was account officer of 
Roynat Inc., a commercial lending institution. Mr. Anderson 
received an M.B.A. from the York University Faculty of 
Administrative studies and a B.A. in economics from the 
University of Toronto. 


Marlene K. Hart 

Ms. Hart was elected secretary of the Company on March 
25, 1988 and a Director of the Company on June 9, 1988. Since 
February 1987, Ms. Hart has been a Vice President of Grey 
Point Capital Consultants, Inc., a private British Columbia, 
Canada company specialising . in merchant banking activities. 
Prior to that date, Ms. Hart was Assistant General Manager of 
Noramco Capital Corp. , a private financlng/merchant banking 
firm located in Vancouver, British Columbia, Canada, and prior 
to 1984, she was Office Manager for the law firm of Casey 6 
O’Neill, Vancouver, British Columbia, Canada. Ms. Hart also 
serves as a Director of the following Canadian publicly 
reporting companies: Enterprise Resources, Inc. and Polysource 
Industries, Ltd. 


ITEM 11. EXECUTIVE COMPENSATION 

The following table sets forth all remuneration, for 
services in all capacities, payable by 'the Company and its 
subsidiaries during the fiscal year ending June 30, 1988 for 
(1) each executive officer whose cash and cash equivalent 
forms of remuneration exceeded $60,000 and (2) all executive 
officers as a group: 
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Name of 
Individual 

or Identity Compen- 

Of Group Capacity in Which Served sation 

Kerry R. Fox(l) President and Director of $80,000 

the Company. Chairman of 
the Board of Directors and 
Chief Executive Officer of 
ATC 

Executive Officers $130,000 

as a group 
(2 persons) 

(1) Excludes the Company's obligation to provide Mr. Fox with 
(i) an' apartment in Dallas, Texas, at a monthly rental of 
$700 and (ii) coach air transportation between Dallas, 
Texas and his home in Florida which aggregated approx- 
imately $5,000. Mr. Fox commenced employment on November 
1, 1984. Any bonus payable to Mr. Fox is at the dis- 
cretion of the Board of Directors. 

All Directors, who hold office for a one-year term or 
until their successors are duly elected and qualify, are 
compensated in their capacity as Directors at a rate of $100 
per meeting and are reimbursed for travel expenses. 


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND 
MANAGEMENT 

.The following table sets forth information regarding the 
Company's Common Stock owned at June 30, 1988 by (i) each 
stockholder known to the Company to own beneficially more than 
five percent (5%) of the Company's Common Stock, (ill each of 
the Company's Directors and (iii) all officers and Directors 
as a group. 

Name and Shares -% 

Address Owned ( 1 ) Shares 


Kerry R. Fox(2) 713,700 10.9% 

P.O. BOX 694 

Windermere, Florida 32786 
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Name and Shares % 

Address Owned ( 1 ) Shares 


John D. Laufman(3) 400,000 6.2% 

114 Krueger Road 
Aubury, Texas 76227 

Syed Ziauddln All Akbar(4) 352,102 5.3% 

F.A.S. House 

107 Gray's Inn Road 

London, England wclv 8T2 

Edward G. Anderson(S) 120.500 1.9% 

0 

Raymond Cottrell(6) 78,000 1.2% 

Marlene K. Hart(7) 26,000 0.4% 

All officers and Directors 1,315,302 19.1% 

as a group (6 persons) (8) 


(1) So far as is known to the Company, the persons named in 
the table have sole voting and Investment power with 
respect to all shares of Common Stock shown as benefi- 
cially owned by them, subject to community property laws, 
where applicable, and the information contained in the 
footnotes to the table . Shares of the Common Stock not 
outstanding which are subject to options exercisable 
within 60 days of September 30, 1988 are deemed to be 

outstanding for the purpose of computing the percentage 
of outstanding Common Stock with respect to the holder of 
such options, but are not deemed to he outstanding for 
the purpose of computing the percentage of any other . 
person. 

(2} Includes (i) 250,000 shares acquired by Mr. Fox from 

Noramco Capital Corp.; (li) 45,000 shares acquired in a 
private placement of securities in April 1985; (lii) 
213,700 shares acquired upon exercise of a Series B 
Warrants; (lv) 25,000 shares acquired upon exercise of a 
Directors Option; and (v) 15,000 shares acquired upon 

exercise of a Series Z-l Warrant. The 250,000 shares are 
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held in escrow by the registrar and transfer agent, the 
Canada Trust Company, Vancouver, B.C. subject to the 
direction and determination of the Office of Superinten- 
dent of Brokers of British Columbia based upon the 
financial condition of the Company and other matters. 
The escrow restriction provides that such shares may 
neither be traded nor released nor may the Company, its 
transfer agent or escrow holder make any transfers or 
record any trading of such shares without the. consent of 
such office. 

Also includes (1) 40,000 shares Issuable upon 

exercise of a Series 2-2(a) Warrant exercisable until 
expiration on June 10, 1989, at a price of $2.00 per 

share and (ii) 125,000 shares issuable upon exercise of 
stock options exercisable at any time prior to June 9, 
1991 at a price of $1.19 per share. 

(3) Includes 100,000 shares owned by Mr. Laufman and 300,000 
shares issued to Telecommunications Facilities Manage- 
ment, Inc. (TFM) and its designee in connection with 
ATC's acquisition of certain assets from TFM. 400,000 
shares are held in escrow by the registrar and transfer 
agent relating to the Company ' s Common Stock and the 
release thereof is subject to the direction and deter- 
mination of the British Columbia Office of Superintendent 
of Brokers. Among other things, the release of such 
shares is contingent upon the Company achieving prescrib- 
ed cash flow requirements. While said shares are held in 
escrow they may be voted by the beneficial owner. 

(4) Includes (1) 177,102 shares held by Futures Advisory 

Services Ltd. ( "FASL" ) , with which Mr. Akbar is affil- 
iated, (ii) 50,000 shares Issuable upon exercise of 
warrants held by FASL exercisable at any time prior to 
February 2, 1990 at a price of $3.00 per share, (Hi) 

50,000 shares issuable, upon exercise of warrants held by 
FASL exercisable at any time prior to April 27, 1991 at a 
price of $2.00 per share, (iv) 50,000 shares Issuable 
upon exercise of warrants held by Zask Investment . and 
Trading Company, with which Mr. Akbar is affiliated^ 
exercisable at any time prior to August 5, 1991 at a 
price of $1.25 per share and (v) 25,000 shares issuable 
upon exercise of a stock option exercisable at any time 
prior to June 9, 1991 at a. price of $1.19 per share. 

(5) Mr. Anderson is the nominee to the Board of Directors of 
BG Acorn Capital Fund which owns 95,500 shares of Common 
Stock, of which he may be deemed a beneficial owner. 
Also includes 25,000 shares Issuable upon exercise of a 
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stock option exercisable at any time prior to June 9, 
1991 at a price of $1.19 per share. 

(6) Includes (i) 25,000 shares issuable upon exercise of a 

Series F-2a Warrant exercisable at any time prior to 
September 19, 1991 at a price of $1.25 per share and (ii) 
25,000 shares issuable upon exercise of a stock option 
exercisable at iny time prior to June 9, 1991 at a price 
of $1.19 per share. 

(7) Includes 25,000 shares issuable upon exercise of a stock 
option exercisable at any time prior to June 9, 1991 at a 
price of $1.19 per share. 

(6) Includes 455,000 shares Issuable upon exercise of 

warrants and stock options presently exercisable. 

Options 

Regulations of the VSE where the Company's shares have 
traded, provide, among other things, that up to 5% of the 
total shares outstanding at a given time may be reserved for 
Directors options, and up to another 5% may be reserved for 
employees options. The exercise price of such options may not 
be less than the market price of the shares on the date of 
grant, and optionees can only exercise their options by cash 
payment in full. All options issued by the Company have 
complied with such requirements. Since the delisting of the 
Company's shares of Common Stock on the VSE, Company policy 
with respect to stock options is governed by the office of the 
Superintendent of Brokers for the Province of British Colum- 
bia, which office has in the past generally applied the 
policies of the VSE. 

The terms of stock options granted by the Company are 
determined by the Board of Directors from time to time in 
their discretion, subject to the provisions of law and the 
policies and regulations of the VSE or its successor ruling 
authority. 

From inception in 1979, to June 30, 1986, the Company 

granted stock options pursuant to the policies set forth, above ' 
for an aggregate of 383,000 shares of its Common Stock 
(including options for 75,000 shares which were cancelled). 
Stock options for 182,000 shares of Common Stock have been 
granted to management in their capacities as officers, 
directors or employees of the Company and options for 351,000 
shores of Common Stock have been granted to non-management 
employees. As of June 30, 1988, options for all 182,000 

management options and 162,000 of non-management employee 
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Record of proceeding of the International Conference of the 
Americas of the Bank of Credit and Commerce, held in the 
Continental Ballroom, Grand Bay Hotel, 2669 South Bayshore Drive, 
Coconut Grove, Miami , Florida, on Sunday, November 3, 1965, 
commencing at 11:00 o'clock a.m., the Honorable Agha Hasan Abedi, 
President, presiding. 


PRESIDENT ABEDI: This is the first meeting — I see only one 
lady here, maybe more — ladies and gentlemen— the first meeting 
of BCC Global operation in thi» part of the world, which we call, 
for our purpose, the Americas, our operation in Canada, United 
States, Caribbean and Latin American countries. 

For me it's an occasion of great significance, particularly 
because this meeting is being held in the wake of complete 
reorganization and restructuring that we have recently done in the 
Central Support Organization and some of the regions and 
subsidiaries, with the particular emphasis on the relationship 
between Central Support Organization and regions and at the same 
time interregional relationships. 

I would be discussing at some length in the afternoon session 
about the importance, significance and virtue, I should call it, 
value of establishing support centers at Central Support 
Organization. To assist you all, all the regions and all the 
subsidiaries and affiliates, in our operations, the 72 countries, 
by relating ourselves with you. 

I'm at the moment representing the support center from 
Central Support Organization which has been created and 
established for providing support through our relationship with 
you; and in this meeting it is our intention to identify and 
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And now we have gone e stage further. We ere talking of a 
persons energy in its still being a dynamics of power as the power 
is playing itself. 

A power is the power displaying itself. That is dynamics. 

So we are talking of the power* which of course is not 
unrelated with energy. And energy is power. But in energy there 
is a quality which is power. 

Are we talking a little more than energy system or not? And 
identifying Just how the power plays and becomes the dynamics? We 
are trying to catch hold of this power, not between our two 
fingers but within our feelings. That is management. 

we are far ahead of the managers as we were used to be and as 
the managers of most of the people, most of the organization are 
today, of the largest and biggest organizations. We have gone 
into the great depths of the secret and truth of management. 

(Thereupon the conference was recessed for lunch at 2:02 
p.m., and was thereafter resumed at 3:45 p.m.) 

PRESIDENT ABEDI: Hr. Khan, believe it, I am enjoying your 
smoking as much as you are. Do you know why? Because I saw in 
your face a contentment and satisfaction which alone leads to your 
getting into yourself at the moment. 

And this is what we want, to be able to feel our feelings our 
psyche. And at times, if possible, with the even facility that 
one would like to have at all times whenever he wants and at his 
command he should be able to withdraw into himself, 
not — "withdraw" is not the right word; but reach himself, and that 
he can only do by excluding everything else and from within 
himself and get into cosmic self, as hr. Jafferi has said, so you 
get all the smaller environment by doing so and get into the 
totality of the environment when you get into yourself. So I just 
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found a little indication of that sort of thing happen to you. 
It's very pleasing. 

* I* « so delighted* Hr. Hillbery* you are here. Your presence 
makes all the difference; because three days ago I met Reverend 
Jesse Jackson in London* and I do not know the antennae in me 
catches everything in him and he said so that his antennae is more 
sharp* sharper than mine, and he catches things from me also. So 
it is — it f s very important that we should have some people who 
respond to each other. That makes a big difference. 

Yes* and he has such a way of saying things, expressing 
things* communicating. He was talking about the Geneva summit. 
And he said that this horse trading and this — these are not just 
his words* but he said something which he said so graphically. 2t 
has been going on for so long without much benefit or much 
results. 

He said unless they also said good morning to you and they 
said good morning to each other* this trading business would not 
do. Change of heart. 

I think before I start the meeting* I say "good morning** to 
you at this late hour in the afternoon in the sense he used it. 
It’s a goodwill* it v s expression of love* respect. 

Z*m so delighted really* that the territory that we have 
defined for our purposes that what we call Americas now is in the 
process* at least for the first time, of shaping itself into a 
dynamics. And we have begun to provide a direction and a purpose 
to this dynamics. 

The largest number of people get involved in providing this 
direction and the purpose and contribute in providing it an order* 
together with the vitality that very name dynamics brings its 
meaning before you. 

Here I may just tell you that it is providing this direction 
and this purpose, injecting purpose into this dynamics and 
providing it a direction* giving it a direction* is what 
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Senator Kerry. The hearing will come back to order. We are 
going to pick up where we left off. Senator Brown, I understand, 
still has a few more questions, so I will recognize Senator Brown 
and then pick up myself. 

Senator Brown. I wanted to go back to a previous area, because 
my understanding is that you testified earlier that Mr. Jackson 
had made specific recommendations with regard to BCCI’s strategy 
in the Third World, and banking practices. To your knowledge, did 
Mr. Jackson make those recommendations? And if so, what were 
they? 

Mr. Chinoy. Sir, I am not aware if he made any specific recom- 
mendations. All that was discussed with me was when he inquired 
from me if the central bank — if it would be profitable for BCCI 
branches if the central banks of different African countries banked 
with BCCI. And I said yes, of course it would. The account of any 
central bank is not only prestigious, it is also very profitable and 
gives a lot of prestige in the host country, in each country. 

Senator Brown. When did that comment come? 

Mr. Chinoy. That comment came on his return trip from Africa 
when I visited him at the George V Hotel. When he inquired, he’d 
come back from Africa, he said he had seen the physical evidence 
of the visibility of BCCI in Africa and he had been impressed by it. 
And he said would it help the bank, and that’s the — and I said yes, 
it would. And that’s when he said he would discuss it with Mr. 
Abedi directly in London. When he inquired where Mr. Abedi was, 
I mentioned in London, and he said he would discuss it directly 
with Mr. Abedi in London. 

Senator Brown. And when he mentioned he would discuss it 
with the chairman, was the context that he would discuss his sug- 
gestion about obtaining the central banks’ accounts? 

Mr. Chinoy. That is what I understood, sir, that it was the sug- 
gestion which he had made. He would discuss that aspect with Mr. 
Abedi. 

Senator Brown. In what year was this? 

Mr. Chinoy. In 1985, sir. End of 1985 or early 1986. The same 
trip which he made, he went from Paris, he went to Africa, he vis- 
ited a number of countries in Africa, and then he came back to 
Paris within about 10 days. 

Senator Brown. Did BCCI have success in obtaining banking op- 
portunities with central banks in Africa in the late 1980’s? 

Mr. Chinoy. Sir, we had success with central banks in Africa, 
yes. Now whether it was to Mr. Jackson’s efforts, I don’t know, or 
whether there were any efforts at all I’m not aware of. But we had 
success in getting a number of central bank accounts in Africa. 

Senator Brown. One last question. Are you aware of any other 
Americans who were entertained by BCCI in this manner? 

Mr. Chinoy. Sir, in Paris we did not entertain any other Ameri- 
cans, though we — on one or two occasions we extended facilities to 
some people from Hong Kong. 

Senator Brown. How about in your other stations where you 
were for BCCI? 

Mr. Chinoy. Not Americans. In Nigeria they paid for some bills 
of different people who came through. Oh, pardon, one minute, sir, 



825 


yes, Pakistan, I’m sorry. In Pakistan we paid the bills for an Amer- 
ican, you said for Mr. Bert Lance, he was American. 

Senator Brown. In Pakistan. 

Mr. Chino y. Yes. I said I didn’t recollect, but, no, when Mr. Bert 
Lance visited Pakistan sometime in 1979, I think, or early 1980, in 
1979 or 1980, his bills were paid by BCCI. 

Senator Brown. In the other positions you had with BCCI, do 
you recall any other Americans? 

Mr. Chinoy. No, sir, I don’t recollect any other Americans. 

Senator Brown. Thank you. 

Senator Kerry. Let me just come back for a moment, if I can, to 
the foundation that Senator Brown was talking about. The former 
president of the foundation was also chairman of the senate in 
Pakistan, was he not? 

Mr. Chinoy. That is right, sir. 

Senator Kerry. So there was a direct political link in Pakistan 
between the foundation and politics in that country. 

Mr. Chinoy. He’s the President of Pakistan at the moment. 

Senator Kerry. The current President of Pakistan. And was it 
not true that some funds of the foundation were handed out to po- 
litical people, that this was a convenient mechanism for avoiding 
bank regulation in the country? 

Mr. Chinoy. Sir, I am not aware if there were. As far as it is a 
convenient method, that it could be useful, but I’m not aware 
whether any payments were made to any politicians. 

Senator Kerry. It was my understanding that you had told my 
staff that it was used to give honoraria to retired politicians, bu- 
reaucrats, military people, and to create goodwill. 

Mr. Chinoy. Sir, I said it could be used, as I mentioned earlier, 
for jobs, various jobs. If you wanted to do somebody a favor, you 
could appoint him. 

Senator Kerry. Well did it or did it not? I do not want to get into 
what it could have done, I want to get into what you know it either 
did or did not do. 

Mr. Chinoy. I think, sir, I heard, I’ve forgotten names of people, 
that one or two people were employed. 

Senator Kerry. Do you have any personal knowledge of it? 

Mr. Chinoy. I’m trying to think of the name of the person. I’d 
heard that one person, a retired gentleman who had been appoint- 
ed. 

Senator Kerry. That is something you heard. 

Mr. Chinoy. Yes, sir. Because I’d been away from Pakistan for 12 
years. 

Senator Kerry. I would like to return, if I may, to some of the 
loose ends in the area that I was talking about with respect to the 
arms sales and transactions. You came to know of a man named 
Manucher Ghorbanifar, did you not? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. And can you describe in what way you came to 
know of him? 

Mr. Chinoy. I was on a trip to Monte Carlo, which I made every 
2 months or so, 2 to 3 months, every 

Senator Kerry. What year was this? 
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Mr. Chinoy. It would be 1986 or 1987, sir, right. And then we 
were discussing various accounts and his name had come up in the 
papers regarding some hostage matters. And then it was Mr. 
Mounir Karim who mentioned to me that his account was with 
BCCI in Monte Carlo. 

Senator Kerry. Well let me try to be more specific here. Man- 
ucher Ghorbanifar was the principal liaison between the United 
States, White House, National Security Council effort to release 
American hostages and the arms deals in 1985 and 1986, correct? 

Mr. Chinoy. Sir, I do not know that. 

Senator Kerry. Do you know that? 

Mr. Chinoy. No, I have read about it in the papers, but I have no 
personal knowledge of it. 

Senator Kerry. Well let me just say for the record that that is 
accurate and that Ghorbanifar’s dealings with the White House 
stopped, eventually, after he flunked several polygraphs regarding 
the arms deals. The point I want to inquire about here is not that 
history, I merely identify him, but rather his relationship to BCCI. 
He did have an account with BCCI, did he not? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. And you learned that in 1986, 1987. 

Mr. Chinoy. That’s right, sir. 

Senator Kerry. How much was that account for? 

Mr. Chinoy. Mounir Karim had told me that it was between $2 
to $2V2 million, CD. 

Senator Kerry. And this came to be known during the course of 
the French elections. 

Mr. Chinoy. That’s right, sir. 

Senator Kerry. And it became an issue, is that correct? 

Mr. Chinoy. Yes, sir. Yes, it became an issue whether a particu- 
lar political party was paying for hostages and so on. 

Senator Kerry. And Mr. Ghorbanifar was alleged to be the go 
between in the payment process for the release of hostages. Is that 
accurate? 

Mr. Chinoy. That is what I had read, sir. 

Senator Kerry. So at that time you thought you ought to get rid 
of that account. 

Mr. Chinoy. That’s right, sir. 

Senator Kerry. But you decided not to, and the reason you decid- 
ed not to is that you were told what? 

Mr. Chinoy. I was told by Mr. Mounir Karim that he was on 
good terms with the French authorities, with the American au- 
thorities, and with the Monte Carlo authorities. And we should not 
now push him out, and it was better to just allow the account to 
remain. We had a CD account and it was better and he was liked 
by the authorities of all three countries. 

Senator Kerry. Now another individual by the name of Ben Ban- 
erjee came to your attention, correct? He was an arms dealer. 

Mr. Chinoy. That’s right, sir. He came to my attention in 1988. 

Senator Kerry. And he was an arms dealer who lived in London 
and also banked at BCCI. 

Mr. Chinoy. I understand with BCCI, London. 

Senator Kerry. Now the committee has documents referring to 
sales of U.S. made TOW missiles to Iran by Mr. Banerjee through 
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Poland, involving BCCI. Other documents refer to accounts that he 
may have maintained in Paris. Do you know about those accounts 
in Paris? 

Mr. CHiNOY. Well, sometime in 1988, 1 don’t remember the exact 
month, Mr. John Hillberry, a general manger of BCCI for public 
relations, called me to find but whether we had an account in the 
name of Devon Island. 

Senator Kerry. Devon Island. D-e-v-o-n. 

Mr. Chinoy. I-s-l-a-n-d. 

Senator Kerry. Devon Island, all right. 

Mr. Chinoy. And whether this account — and this account, he 
stated, was in Paris. I said I was not aware but I would check. Sub- 
sequently, I instructed the manager of the branch to check and 
report directly to Hillberry and advise me. The report I got was 
that an account had been established in 1984 or — sometime in 
1984, 1985. The account was established, a number allocated, but 
no deposit had been received in the account so the account had not 
been an operative account. And that he had reported this matter to 
Mr. Hillberry. 

Senator Kerry. And Mr. Hillberry told you of that. 

Mr. Chinoy. No. Mr. Howard, the manager of Paris told me, and 
he reported to Mr. Hillberry this. 

Senator Kerry. Is this the same Devon Island account on which 
both Mr. Ben Banerjee was a signatory as well as Lt. Col. Oliver 
North? 

Mr. Chinoy. Sir, I do not know. No mention of this Oliver North 
was made to us at that time. But subsequently, some time in 1988, 
Mr. Setur Rahman came to me that — it was a 1987 or 1988 — that 
Ben Banerjee had contacted him in Paris from London and was in- 
terested in obtaining facilities, a line of credit from Paris for sale of 
some equipment to Iran, what they call logistic equipment. [Pause.] 

Senator Kerry. Did you want to add something? 

Mr. Chinoy. Yes. Setur Rahman mentioned that Mr. Banerjee 
had also approached — was also approached or negotiating with 
London for facilities. I mentioned to Setur Rahman that if London 
is negotiating with the customer, we don’t get involved. That’s 
when I heard Ben Banerjee’s name. Setur Rahman tried to con- 
vince me that Ben Banerjee was good business. He was big trader 
and had contracts and business into Iran. Iran would be importing 
large amounts and export a large amount of oil exports which 
could then be negotiated through Paris. 

Senator Kerry. All right. Is it your understanding from what 
you have heard and learned, that Oliver North was a cosignatory 
of that note, of that account, Devon Island? 

Mr. Chinoy. Yes, sir. My attorneys have — I had heard about it 
and they questioned me a couple of months ago and mentioned it 
to me. And it seems that he was a signatory on that account. In 
fact, they have mentioned to me that account and two other ac- 
counts also. And Mr. Oliver North’s signature, they say, appears on 
those, on the signature card, but I haven’t seen it personally. 

Senator Kerry. The reason for this line of inquiry, just to inform 
people because I know it is a patchwork as you go from Ghorbani- 
far to Banerjee, but all of it adds up as part of the mosaic of what 
the relationship was of BCCI to these transactions at that period of 
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time. And many questions have been raised about both the CIA as 
well as Mr. William Casey’s involvement, both with Mr. Abedi as 
well as with BCCI. 

And there is a clear track here. Mr. Adnan Khashoggi, Mr. Ghor- 
banifar, Mr. Banerjee, and even Oliver North’s signature with re- 
spect to this particular bank. And so the question grows with the 
evidence that grows, that there is a significant BCCI relationship 
in those transactions, and as to what the real size, if you were, of 
the BCCI relationship with these clandestine efforts, and that will 
stand on its own. 

Let me turn now to some of the questions of the breadth of the 
criminal activities. We have talked about the BCCI Foundation. Let 
me talk about Nigeria, if we can, with you for a second. You were 
transferred by BCCI from Pakistan to Nigeria. Is that accurate? 

Mr. Chinoy. Yes, sir, except for a short interim period of 6 
months in London. 

Senator Kerry. And in December of 1980 you went there the 
first time. 

Mr. Chinoy. That is correct. That’s right, sir. 

Senator Kerry. Was BCCI in Nigeria doing well? 

Mr. Chinoy. BCCI in Nigeria was doing very well. 

Senator Kerry. What were the reasons for BCCI’s success in Ni- 
geria? 

Mr. Chinoy. Partly they were paying a lot of attention to person- 
al banking. Partly, they were ready to give a particular — they had 
influential shareholders in Bauchi, and partly they were given a 
certain special facility to importers which enhanced their profits to 
a great degree. 

Senator Kerry. What was the type of corruption that you came 
to understand in Nigeria with respect to the bank’s activities? 

Mr. Chinoy. Sir, the bank had — one was the special letters of 
credit facility which I said, which enabled them to make substan- 
tial profit. And the other was 

Senator Kerry. What was corrupt about it? 

Mr. Chinoy. You know they got a larger share of the business. 
What was corrupt about that was, sir, that according to the Central 
Bank of Nigeria, at that time letters of credit could only be estab- 
lished if you had 100 percent cash margin. The importer had to 
place 100 percent cash to establish a letter of credit. BCCI Nigeria, 
at this time — I was, sir, not directly involved in it because I was 
with BCCI, I was BCCI’s representative setting up a merchant 
bank separately, so I was not in that office I was separate, but I 
heard of it and know that it happened. 

That what was done was an import would go but instead, if he 
did not have the cash, he would be granted a loan in another 
name. The funds, proceeds of that loan, would then be deposited 
into the account in which he wished to establish a letter of credit. 
BCCI Nigeria would confirm to the Central Bank of Nigeria that 
the depositor had deposited 100 percent cash. 

Senator Kerry. And of course, he did not, it was a total scam. 

Mr. Chinoy. It was just a transfer entry, and they collected inter- 
est on the loan and the money was — this was one of the reasons 
too. They had excellent relations with the central bank and when 
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the repayment — Nigeria at that time was undergoing certain for- 
eign exchange difficulties; 

Senator Kerry. Was there — I am sorry. 

Mr. Chinoy. No, sir. 

Senator Kerry. No, I do not want to cut you off. 

Mr. Chinoy. No, no, no, I have answered. 

Senator Kerry. Was there also a process of skimming from 
public contracts? 

Mr. Chinoy. Yes, sir. There was a large amount of money. I have 
no actual evidence, but the newspapers, international press, people 
in Nigeria knew that there were — international contracts were 
granted and many Nigerians got a fair kickback on payments 
abroad. 

Senator Kerry. Was there an over invoicing of imports and ex- 
ports — and underinvoicing of exports? 

Mr. Chinoy. Yes, sir. There was both over invoicing 

Senator Kerry. So you pay for more goods than you receive and 
you get kickbacks on the other end, correct? 

Mr. Chinoy. That’s right sir. And similarly for exports, you re- 
ceive larger amounts but you took the larger — you remitted a 
smaller amount back to Nigeria, keeping a percentage in London 
or also in international center. 

Senator Kerry. Why did BCCI want you to start a second bank 
since this first one was doing so well? 

Mr. Chinoy. At that time, sir, one, profitability was there. Two, 
they were having some difficulties with the existing directors of 
BCCI Nigeria, which came from the north of Nigeria, and they 
wanted to also establish a relationship with the Ibos from the east 
who were not on their board or major shareholders. So they 
wanted to also use the two groups against each other in case they 
lost one bank, or they lost the management of one bank, the other 
bank would be there to be utilized to continue the profits. 

Senator Kerry. They were afraid also, were they not, of the po- 
tential takeover of the bank. Is that correct? 

Mr. Chinoy. This is precisely it, the takeover. That the existing 
directors or shareholders, Nigerian shareholders, might take over 
the management of BCCI. 

Senator Kerry. And they wanted to create another entity to pro- 
tect themselves. 

Mr. Chinoy. That’s right, sir. 

Senator Kerry. Now, were the payoffs to the central bank also 
crucial to the profits that were being generated in Nigeria? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. And the consequences of these payoffs were 
what? 

Mr. Chinoy. The consequences of these payoffs were that when 
foreign exchange was released to the commercial banks, BCCI Ni- 
geria got a larger share than was due to them, and so their letters 
of credit were paid faster. Importers knew that if you opened an 
LC through BCCI, you’d be paid much quicker. Whereas others 
might take, say, 3 weeks or a month to have their foreign ex- 
change, BCCI could get the money in a few days or a couple of 
weeks. 

Senator Kerry. It sped up the process. 
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Mr. Chinoy. That’s right. 

Senator Kerry. Did BCCI make use of fictitious companies in 
order to deal with problems of doing business in Nigeria? 

Mr. Chinoy. Possibly, sir, yes. 

Senator Kerry. You say possibly, I do not want you to guess. 

Mr. Chinoy. I was not in BCC Nigeria, but I feel it is a 

Senator Kerry. I understood that it was your testimony that 
they would make 100 percent advance in another name. 

Mr. Chinoy. Yes, but the company — they might suggest to the 
importer, sir, to establish another company to whom the loan 
would then be extended, and that company didn’t remain fictitious, 
it stayed for this purposes and small transactions got routed 
through it. 

Senator Kerry. So you know that happened? 

Mr. Chinoy. That’s right, sir. 

Senator Kerry. Were you required to give significant presents to 
people from the bank in order to smooth the way? 

Mr. Chinoy. Yes, sir, in Nigeria presents are — a large amount of 
presents had to be given at regular intervals. 

Senator Kerry. Give us a sense of that, what kind of presents? 
What sort of value? 

Mr. Chinoy. Sir, it varied from maybe $200 to $300 to about 
$5,000 to $10,000. 

Senator Kerry. And these were given to officials? 

Mr. Chinoy. To officials and senior bureaucrats. 

Senator Kerry. In order to do what? 

Mr. Chinoy. In order to see that the release of foreign exchange 
and BCCI paperwork was processed fast, any request or anything 
BCCI had for BCCI customers, it received prompt attention. 

Senator Kerry. Was this just a general way of doing business? 
Was everybody engaged in this or did BCCI excel at it? 

Mr. Chinoy. BCCI did more than the others. 

Senator Kerry. Do you know of other people who were engaged 
in this kind of activity? 

Mr. Chinoy. I had heard that in Nigeria other banks also did it, 
but BCCI was better at it. 

Senator Kerry. Why? 

Mr. Chinoy. They paid more attention because it led to greater 
profits and it was done in a more organized manner. 

Senator Kerry. Did BCCI handle government commodities con- 
tracts in which officials received kick-backs? 

Mr. Chinoy. Yes, I don’t have actual proof, but I am fairly sure, 
sir, it happened. 

Senator Kerry. Can you describe what it is that you are sure 
happened? 

Mr. Chinoy. Sir, a big company, a big corporation would get a 
contract in which there would be Nigerian shareholders who were 
to help them to get a particular railway bridge or construction of a 
bridge contract. Now if it was worth $200 million or $300 million, 
there would be — generally, there wets some sort of payment to be 
made abroad. This payment, instead of being called a kick-back 
was referred to as a commission. 

And the individual would have one of his cousins or some— or 
maybe even off-shore company acting as an agent and would pay 
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their sales commission or public relations commission to this off- 
shore company. That $6 to 8 to $10 million, whatever was paid 
would be there in the off-shore company. 

Senator Kerry. Now you say you are fairly sure, you have ar- 
ticulated something with a sense of certainty and precision, how do 
you know that? 

Mr. Chinoy. I heard various Nigerians talk about it. I know 
people in the land, I didn’t actually — I was on the 

Senator Kerry. So you never personally effected that scheme? 

Mr. Chinoy. I was not on the commercial bank, I was on the ad- 
ministrative — the setting up a new bank that did not actually go 
into any operative transactions. 

Senator Kerry. But people personally told you of these transac- 
tions and described them to you? 

Mr. Chinoy. That’s right. I know it happened, that’s right, sir. 

Senator Kerry. Would an example be BCCI lending $250 million 
to Nigeria to be repaid within 6 months for oil exports and then 
Nigeria would charge OPEC prices but would loan 10 percent more 
on the invoice and that way they would wind up giving a 10 per- 
cent discount and the money would be given to an account in 
London, placed with Lloyds, moved off to another bank and then 
swapped into different currencies, and in the end if there is a loss, 
Nigeria would bear it, but if there was a profit, the first signifi- 
cant — like 8 percent would go to Nigeria, but anything else, the 
traders and the bank, et cetera, would get it. Is that a fair descrip- 
tion? 

Mr. Chinoy. I think, sir, what was being — two transactions have 
been joined together, leading to an overlapping. One is the oil 
transaction, that what you mentioned. I had heard that in 1985, 
BCCI and one of the BCCI companies, closely associated to BCCI, 
Attock Oil, did a $250 million deal, financed by BCCI. 

And on which BCCI is reputed to have made $25 million profit 
over the next 6 months. The second I think what you are referring 
to, sir, is Nigeria National Petroleum Corporation placing some 
funds with individuals or placing through some people in London, 
placing about $400 or $500 million in London for deposits or for for- 
eign exchange transactions. 

And if profits over 8 percent are made, they are shared between 
the individual and Nigeria. Yes, sir, that did happen. 

Senator Kerry. Now you were working in this bank right up 
until the time of the indictment in Tampa. 

Mr. Chinoy. That is correct, sir. > 

Senator Kerry. In 1989. 

Mr. Chinoy. Yes. 

Senator Kerry. You were aware of the purchase of the banks in 
Columbia, correct? 

Mr. Chinoy. I had heard of it, yes, sir. I was aware of it, yes. 

Senator Kerry. And you knew of the account that existed with 
General Noriega, correct? 

Mr. Chinoy. I knew of General Noriega’s account in London, sir, 
when I was in marketing, at that time I knew because I heard Mr. 
Sheikh was handling it and overseeing Panama, talk about the 
money which was coming in. 
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Senator Kerry. Was there a point in time that you came to un- 
derstand that the bank was handling drug money laundering? 

Mr. Chinoy. I was not told that, sir, but the growth of the 
Panama branch which was so openly talked about by Mr. Ameer 
Siddiki who was the number — in 1988 he as number 2. Before that, 
he was number 3 of the bank when Mr. Abedi was head of the 
bank. 

He was heading the Americas and he used to talk very eloquent- 
ly about the growth of Panama and the deposits that Panama had, 
almost $900 million and he used to tell us that we were not exert- 
ing enough in Paris, to exert and push for deposits. 

At that time one definitely got a feeling that how is it? Panama 
is not such a large country with such great economic resources. So 
there must be other avenues of m akin g money and one of the 
things one think is that maybe this is drug money which is helping 
them, because we don’t have it — in Paris and — we were exerting 
our best and we couldn’t reach anywhere near those figures. 

So the suspicion did come. 

Senator Kerry. But suspicion, Mr. Chinoy, you are an intelligent 
man. You have been through a lot of banking experience in your 
lifetime and you are not naive. You worked in London, Pakistan, 
Paris, Monte Carlo. You were no stranger after your deals with 
Khashoggi which you refused, but you knew what was going on. 
You knew that there was an effort to attract dirty money. 

Mr. Chinoy. Sir, we didn’t care where the money came from. We 
took money. The objective was deposits and that is what we went 
for. 

Senator Kerry. But didn’t it go beyond that? It wasn’t just that 
we didn’t care where the money came from, there was an avari- 
cious effort, greed inspired effort to reach whatever money could be 
found, to grow and to grow, was there not? 

Mr. Chinoy. I have to agree, sir. I am sorry about what has hap- 
pened, and I agree with you that there was an avaricious effort 

Senator Kerry. In terms of — you couldn’t own banks in Colum- 
bia, in Medellin and not understand what they were doing, could 
you? 

Mr. Chinoy. Definitely not, sir. You couldn’t do it at that time. It 
was so glaring. It was there and yes, I agree. In fact, this growth 
which was talked to us so forcefully meant that they were taking 
drug funds, there was an access avenue there. 

Senator Kerry. Now I have just described Nigeria or you have 
described Nigeria. 

Mr. Chinoy. Right. 

Senator Kerry. You have described what happened in Paris. You 
have described arms deals through Monte Carlo. You have de- 
scribed procurement of young women in Pakistan. You have de- 
scribed the First American relationship. Is there any question that 
this bank was criminal in almost everything it touched, wherever 
it went? 

Mr. Chinoy. Yes, sir. The answer is yes. 

Senator Kerry. It was? 

Mr. Chinoy. Yes. 

Senator Kerry. How did it come to be that way? Was this, what 
is the responsibility factor here? We have regulators, we have a 
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process that supposedly to prevent that, and yet here is this bank 
dabbling everywhere openly over the span of years, growing ex- 
traordinarily and it is not until there is a drug money laundering 
case in Tampa that something kind of gets into the cogs? 

Mr. Chinoy. I don’t know it happened, but all I can say is, it was 
there, and all I can say is that in the future, in the 1990’s, there 
will have to be more regulation on international banks or controls, 
so not to allow this sort of this thing. 

Senator Kerry. You saw the advertisement I read earlier today. 
Here is a bank, Pakistan, boom, no questions asked. Does this 
signal a change? How do you feel when you see this? 

Mr. Chinoy. Sir, if I am not mistaken, is that the state bank? I 
can’t see from here. Is that the state bank of Pakistan? 

Senator Kerry. Yes, it is. I can’t see from here, but it is. 

Mr. Chinoy. If that is — the state bank of Pakistan I think is the 
Federal Reserve of Pakistan and I can’t imagine when you said it 
this morning 

Senator Kerry. Guaranteed by the government 

Mr. Chinoy. I was taken aback, completely, because they have 
been very — all I am wondering is whether the foreign exchange 
certificates that they issued — what paper is it, which paper rather? 

Senator Kerry. This appeared in yesterday’s Wall Street Journal 
and this is a copy of yesterday but it also appears somewhat 
changed, a little softer in approach, but not really different in 
today’s Washington Post. It is the state bank of Pakistan. These 
are on sale. You can rush out and get them today from March 15 
to March 23. What does that say? 

Mr. Chinoy. I don’t know the answer to that. 

Senator Kerry. Isn’t that more of the same? 

Mr. Chinoy. I don’t want to comment on the federal reserve of 
Pakistan. I cannot comment on the federal reserve, I can’t say any- 
thing on that, but I can talk of BCC if you want. 

Senator Kerry. As a banker, as an individual understanding, 
what does this mean, this ad, to you as a banker? What is that in- 
vitation? Is that an invitation to hide money? 

Mr. Chinoy. Hidden money would definitely move there, that 
much I can say. 

Senator Kerry. Which means that criminal activities would find 
cover, correct? 

Mr. Chinoy. Yes. 

Senator Kerry. And too many banks in the world today are still 
capable of offering that kind of service, are they not? 

Mr. Chinoy. Yes. 

Senator Kerry. That’s a problem, isn’t it? 

Mr. Chinoy. Yes, sir. It is a major problem unless people of their 
own conscience, as I said I am sorry, and their own conscience 
stops people from doing these things, they hold themselves, they 
themselves have a greater social conscience and realize the prob- 
lems and the mess it is creating on other people, and the pain it is 
inflicting, misery and pain on other people. It is becomes an 
avenue. 

Senator Kerry. Well, what was it? Was it the lack of regulation 
of BCCI in a central place that made it so easy to move or was 
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there some other ingredient in BCCI’s operations that allowed it to 
be so successful in its criminal enterprise? 

Mr. Chinoy. Sir, the lack of central control is partly or central 
regulation is partly, can be one of the reasons for it. The other was 
the corporate culture, the corporate culture. 

Senator Kerry. The corporate culture internally in the bank or 
the corporate culture externally in the banking world? 

Mr. Chinoy. Sir, corporate culture internally and to some degree, 
the corporate culture of the 1970’s and 1980’s where it was, the 
banks had a craze for deposits. 

Senator Kerry. Now we are dealing with a bank where there is 
upward of $15 billion disappeared, correct? 

Mr. Chinoy. Correct, sir. 

Senator Kerry. How did it disappear? Where did it go? Who has 
it? 

f Mr. Chinoy. This I don’t know, sir. Most of them, from what I 
read in the papers, are loans from Cayman. I was not on the cen- 
tral credit committee and I don’t know of any operations of 
Cayman. I never had authority even when I was in London to oper- 
ate a Cayman account, because you know, accounts in Cayman 
were operated from London. Some people like had expenses and 
other things to debit and loans, for loans for Cayman were done 
from London. I did not have authority for that. 

It was generally controlled by the top three or four people, and 
this seemed, from what I have read, they made major large loans 
and they could not have been sanctioned or approved. As far as I 
know, they would be of just a few people right at the top who 
would have sanctioned these loans and disbursed them, arranged 
for their disbursement. 

Senator Kerry. Senator Brown. 

Senator Brown. Thank you. 

I was interested in going back to some of the practices of BCCI, 
their banking practices. Specifically, with regard to the account of 
one of the development banks that the United States has helped 
fund, the African Development Bank. Is it true that BCCI bribed or 
made a payment to the treasurer for a $100 million deposit? 

Mr. Chinoy. Yes, sir. 

Senator Brown. What form did that payment take? 

Mr. Chinoy. A percentage, one-sixteenth of 1 percent was paid by 
an account in Monte Carlo. 

Senator Brown. Was this done in secret as far as you know? 

Mr. Chinoy. Yes, sir. I don’t think anybody else in the manage- 
ment knew, in the management of the African Development Bank 
knew. 

Senator Brown. Was this unusual for your bank to bribe a treas- 
urer of an organization to put money on deposit with you? 

Mr. Chinoy. No, I don’t think so, sir, in fact, the practice was in 
Paris, continuing in 1985. It was an existing practice in 1985 and I 
lost the first, just after I took over, I lost a $15 million deposit be- 
cause I had not been told that there is a payment to be made, and 
subsequently, I learned when I was told by the French officers that 
I lost it because I hadn’t instructed them to make the payment. 
Then the practice continued. 
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Senator Brown. In this country we used to have gifts that sav- 
ings and loans put out for large deposits, but I don’t ever recall 
$50,000 being offered in that regard. The African Development 
Bank though is funded by the .United States. I would assume that 
their deposits, particularly $100 million cash or liquid position 
would be placed on a competitive basis. 

Mr. Chinoy. The rates they took were very competitive. They 
always took rates, and they fought for rates. They took competitive 
rates. 

Senator Brown. So they wanted competitive rates, but to find 
placement involved a one-sixteenth payment. 

Mr. Chinoy. That’s right. If the rates, if the best rates weren’t 
offered, they would tell you that these are the rates, we are going 
to shift the deposits. It was competitive rates plus this. 

Senator Brown. As far as you know, has this bribery ever come 
out, ever been investigated? Was anyone ever prosecuted? 

Mr. Chinoy. No, sir, as far as I know. 

Senator Brown. The treasurer that received this $50,000 payoff, 
do you know if he is still an employee of the African Development 
Bank? 

Mr. Chinoy. I don’t know, sir. I left in 1988 or 1989, 1 know that 
he had been removed from that position. I don’t know where he is 
now. I don’t know whether he is still an employee, specifically. 

Senator Brown. Do you know of other banks that engage in this 
same practice of bribing people to gain deposits? 

Mr. Chinoy. Sir, I do not know of other banks. All I know is that 
commissions or brokerage is allowed and is paid, but not to an offi- 
cial of the same bank, that has become bribery. If paid to a broker 
or like we did pay for Morocco for deposits of a commercial bank in 
Morocco, but they placed it through one of the relatives of one of 
the people there. 

Senator Brown. Normally took the payments 

Mr. Chinoy. But that is a payment, that is also a gratuity. 

Senator Brown. Third parties then. 

Mr. Chinoy. That’s right. 

Senator Brown. My understanding is that the bank also engaged 
in schemes to pump up the reserves of certain countries so that the 
lending limits set by the World Bank could be manipulated. Would 
you describe that process for us? 

Mr. Chinoy. Sir, in the morning, I think you were not here, Sen- 
ator Kerry covered this. I think it was specifically referring to the 
rate ceiling of Pakistan. 

Senator Brown. Yes. I guess my question is, did that take place 
in other countries as far as you know? 

Mr. Chinoy. I am not aware whether there are rate ceilings or 
borrowing limits or reserves were increased, all I know is that, yes, 
we gave a loan to Zambia of $45 million in 1987 which helped 
Zambia to meet certain World Bank requirements, because the 
World Bank had stipulated that they had to make a certain — I 
think it was — I am not sure whether it was IMF or World Bank, 
one of the institutions had stipulated that they had to repay a cer- 
tain installment by a certain date in 1987, November 1987 I think. 

And in order to enable them to do it, as they did not have the 
resources to do that, BCCI made a $45 million loan available in 
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Paris. Zambia did not come, in the Francophon, the region I was 
heading. The loan was authorized from London and placed with 
Paris. It came under — it was a separate region, southern African 
region, they placed the loan in Paris 

Senator Brown. If the World Bank lending limits can be manip- 
ulated as in the Pakistani example, what do you think makes sense 
in terms of World Bank policy? 

Mr. Chinoy. I think what you are referring to, IMF lending 
limits, not World Bank limits, IMF. So the policy is, people find 
avenues, if people — if individuals or institutions find avenues to cir- 
cumvent them, it becomes — they only have to monitor them more 
carefully, but it is not that easy — there is always a law — there is 
always somebody finding a way to cut into it. 

Senator Brown. Are there corrupt, other corrupt banking prac- 
tices that BCCI engaged that we have not covered yet this morn- 
ing? 

Mr. Chinoy. No, sir, I think I have covered extensively here, or 
with your staff almost everything I knew. My attempt has been 
to — and the staff has been very meticulous in questions and to try 
and extract the information. 

Senator Brown. You know, one of the things I would assume 
would happen is BCCI’s reputation got around that they were quite 
a bit more flexible in the way they did business, that you would 
have proposals brought to you. Did that happen? Did you have ille- 
gal proposals brought to you? 

Mr. Chinoy. That is true, sir. 

Senator Brown. When you had an illegal proposal brought to 
you, how did you respond? Who did you check with to clear it? 

Mr. Chinoy. Sir, the process was the same, I mean, unless it 
was — if it was a lending proposal, you completed the credit propos- 
al report, sent it up to London, it is was over $5 million, you sent it 
up to credit division, London 

Senator Brown. Just as if it was a legitimate proposal? 

Mr. Chinoy. Yes, sir and of course, if it was something which 
was illegal or something, then you would discuss it with the head 
of credit or Mr. Naqvi, 90 percent with Mr. Naqvi. 

Senator Brown. So most of the proposals that could be thought 
of as illegal or corrupt 

Mr. Chinoy. He would know about it. 

Senator Brown. And give clearance on it? 

Mr. Chinoy. Where he felt it was for the good of the — if we were 
going to make a good profit, he would clear it and give you the go- 
ahead. 

Senator Brown. Would you be authorized on your own to pro- 
ceed with proposals that might be corrupt or illegal, or were you 
required to clear those? 

Mr. Chinoy. You had to clear it. You had to clear it. Maybe a 
small proposal of $10,000 to $15,000 you might do, but otherwise 
you cleared it, and you didn’t bother for a $10,000 to $15,000 pro- 
posal which wasn’t legal. You didn’t bother for it. It wasn’t worth 
it. For big proposals you always cleared it with the management. 

Senator Brown. In your recollection, were there member banks 
that violated these rules that got in trouble, that did things on 
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their own that were corrupt that the bank later disciplined them 
for? 

Mr. Chinoy. Excuse me, Senator, can I have that question again, 
please? 

Senator Brown. In your time with the bank, were there 
branches of the bank or institutions owned by the bank that simply 
proceeded off on their own with corrupt or unethical practices 
without clearing them with top management? 

Mr. Chinoy. The possibility exists, Senator, but I do not think so. 
I think it was cleared with management. I mean, there may be an 
odd case. I'm not going to say that it didn’t happen. It might be, 
but I think in most cases it was cleared with management. 

Senator Brown. In your experience who within a bank would be 
aware that the bank would engage in corrupt practices? Was it 
tightly held? Were there only one or two in each bank, or was this 
more widely known? 

Mr. Chinoy. Oh, you mean in each unit, sir? 

Senator Brown. Yes. 

Mr. Chinoy. No, I think it was tight. We had two or three in 
each unit, but no, not everybody. 

Senator Brown. Thank you. 

Mr. Chinoy. Now, of course, if it’s a payment like the payment of 
this interest on this deposit, more people knew because it was paid 
by debiting the brokerage account in Paris. There, more people 
knew, but otherwise two or three people would generally know. 

Senator Brown. But I would assume in that regard they might 
know about the payment. They wouldn’t necessarily know that it 
was for an illegal transaction or a bribery scheme or something 
like that. 

Mr. Chinoy. Sir, they knew. This particular deposit, they knew 
that it was to keep the deposits going. 

Senator Brown. It must have been very difficult to maintain the 
tight controls that every bank has to. I mean, if knowledge or an 
impression of that kind of activity became known. 

Mr. Chinoy. Yes, sir. That’s what Senator Kerry asked me of the 
larger loans, which implied the larger loans and the losses which 
took place of seven to eight to $10 million, whatever it is, the figure 
which are being mentioned in the papers, these loans were not 
known to everybody. They were in Cayman. They were known, just 
as I said, to maybe a few people at the top. Nobody else. I don’t 
think anybody else knew about it. 

Senator Brown. Would it be fair to describe the Cayman Islands 
as kind of the clearinghouse for shady transactions? 

Mr. Chinoy. Yes. 

Senator Brown. So if you had something that would be question- 
able, that would raise questions, it was something that you 

Mr. Chinoy. A lot of it went through — I’m not going to say, be- 
cause I’ve never been to Caymans or was involved, but I think a lot 
of it went through Caymans, this sort of activity. I mean, I know 
payments like this were made through Cayman like before, par- 
ticular payments to different — to African countries and all. Before 
the region was transferred to Paris, a lot of it went through 
Cayman. 
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Senator Brown. Well, let me ask you, if that is the way th 
Cayman Island banks operated or that bank, why in the worl< 
should any legitimate bank do business with the Cayman Islam 
banks? . r \ ■ ,y~; 

Mr. CwiNOY. I have no answer to that y 

Senator jBROWN. Well/ it jhst strikes iae that we have been danc 
mg around this Question df corruption in the banking system, an< 
this particular example, and y6ur testimony have been very helpfu 
in understanding it. 

We are in the process of looking for solutions, but maybe one ofc 
vious one is when you have a country that by its very nature en 
courages criminal activity and fraud and bribery and turns it 
head to clearly corrupt, dishonest practices, maybe one obvious sc 
lution is you simply quit doing business with that country's banks 
. Thank you, Mr. Chairman. 

Senator Kerry. I could not agree more. I think you are hittini 
the nail on the head here. I think this advertisement just reall; 
brings home the nature of the beast, here. You know, we requir 
our banking institutions in the United States to report cash trans 
actions up to, you know, the $10,000 limit and so forth. 

The minute you go off-shore, those very same institutions ceas< 
to be held to that same requirement, and our own banking struc 
ture has been burdened with a significant administrative load ii 
an effort to try to assist the accountability process. 

We have these fancy conventions in Basel where everybody talk 
about how the main principle of banking is to know your customei 
and you pick up an advertisement like this where they are literall; 
advertising we don't need to know who you are. It is in direct con 
travention to what every country has signed as the standard bank 
ing practice internationally. 

Frankly, the international authorities are just laughing at thi 
process. They are not taking it seriously, and they are aiding am 
abetting criminal activity all over the world as a consequence o 
that, not to mention what they are doing to the tax base of coun 
tries where capital flight is such a significant part of the problen 
of being able to pay for the services that the average taxpayer wh< 
gets their taxes taken out of their paycheck has no alternativ 
about, while everybody else at the upper level has their money, yoi 
know, bandied around from major account to major accoun 
through all kinds of corporate structures and avoids the same re 
sponsibility. 

It is a disheartening institutionalized inequity that ought ti 
make people a lot angrier. I hope these hearings are going to hel] 
us focus on it a little bit. 

Senator Brown. Mr. Chairman, in that regard, this as you havi 
identified it, is an open invitation by the State Bank of Pakistan t< 
commit bank fraud. I do not understand why our banking authori 
ties simply cannot restrict U.S.-related banks from doing busines: 
with this outfit. 

Senator Kerry. Well, most of these banks rely on the transfer o 
U.S. dollars at one point or another, correct? 

Mr. Chinoy. That is right. 

Senator Kerry. And we have a clearing system which require: 
them to bring those dollars at some point repatriated in some forn 
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to book them in the United States. All we have to do is begin to 
say we are not going to do that. Isn’t that fair? 

Mr. Chinoy. Yes, sir. 

Senator Kerry. Wouldn’t that just totally throw a monkey 
wrench into the process as a banker? 

Mr. Chinoy. The dollars never leave New York, sir. They are all 
in the New York clearing system. All dollars stay in the New York 
clearing system. Only book transfers to the names of various 
banks. The actual dollars stay in New York. 

Senator Kerry. Mr. Ahmad is who, M. M. Ahmad? 

Mr. Chinoy. Sir, he used to be in Pakistan. He is the director — 
he used to be director of the World Bank at one time, and before 
that he was in Pakistan, the head of the planning division. 

Senator Kerry. Where would he have been on December 1, 1988? 

Mr. Chinoy. In think in Washington. He had joined BCCI in 
Washington office. 

Senator Kerry. Well, I’m going to enter into the record here a 
letter and memorandum from Mr. Ahmad to Mr. Naqvi dated De- 
cember 1, 1988, in which he forwards a short note showing the 
legal regulatory and public relations and political aspects of the 
Tampa indictments against BCC. 

Your name is listed, obviously, as one of those indicted, and at 
one point in the memo he suggests that the trial was prejudiced by 
wild, speculative, adverse publicity in the media, a charge of global 
money laundering, a statement of U.S. Customs officials, and a 
wild outburst of Senator Kerry, quote, kick them out. This is only 
the tip of the iceberg. BCCI is also involved in arms deals in the 
Middle East. 

He offered at this point in time a series of legal, regulatory, and 
public relations efforts needed to deal with it, including appearance 
by senior BCCI officials on programs like Brinkley’s of ABC, and so 
forth, the McLaughlin Group, and then there was a political 
aspect, paragraph 4, contact with Bush administration by friendly 
Arab countries and Pakistan activization of other contacts of well- 
connected persons known to us in the U.S.A. 

Do you know anything about any of those kinds of contacts? 
Were you ever instructed? 

[The information referred to follows:] 
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Bank of Credit and Commerce International 

SOC1ETE ANONYME < 

REPRESENTATIVE office 

1667 K S TA Ef T. NW. WMSHMQTON. DC 30006 


December 1, 1988 


Mr. Swaleh Nagvi 

Bank of Credit & Commerce Int'l 

100 Leadenhall Street 

London EC3A 3 AD 


Dear Mr. Naqvi, 

I have drafted a short note shoving the legal, the 
regulatory, the public relations, and the political 
aspects of the Tampa indictments against the BCC and nine 
of its officials. I have also listed some of the matters 
which need to be pursued. This may be of some help or 
use in the Head office. 

With best wishes and high regards. 


Yours sincerely. 



cc: Mr. Ameer H. Siddiki 
Mr. Dildar Rizvi 
vMr. Mahmood A. Faruqui 


Enc; 

MMA:ahk 



PHONE: (302) 463-6616 


met 267622 aco un cum ranckcom 

A fci6S »y«6 COIM e »fl— t— 
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rwiPf.ES AGAIN e>r FOR LAUNDERING DRUG MONEY 


Indlctm «nt by OS District Court (Tampa Division) is against nine 
staff members listed bslow: 



Hams 

Branch Location 

Concerned 

Institution 

1. 

Amjad Awan 

Miami 

bccx oversea 

2. 

Akbar Bilgrami 

Miami 

-do- 

3. 

Syed Aftab Hussain 

Panama 

-do- 

4. 

Saad Shafi 

Bahamas 

-do- 

5. 

Nazir Chinoy 

Paris 

-do- 

6. 

Sibta Hassan 

Paris 

-do- 

7. 

Ian Howard 

Paris 

-do- 

8. 

Iqbal Ashraf 

Los Angelas 

BCCI SA 

9e 

Asif Baakza 

London 

-do- 


as wall as against 


BCCI Holdings Luxembourg S.A. 

BCCX Internatio nal S.A. Luxembourg 

BCCI internati onal Overseas (Cayman Islands) 


Besides there are congressional hearings relating to General 
Horeiga where Aajad Avan (Manager of Panama branch in early 80s) 
has appeared as a witness in response to a congressional 
subpoena. 


SERIOUS NATURE OP CHARGES AMD FACT ORS INVOLVED 

(1) Drugs, /crime are sensitive and serious domestic issues 

in OSA. 


l 
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(ii) Politics involved and highlighted during Presidential 
Campaign. 

(iii) Anxiety to implicate institution as a warning to other 
Banks. 

(iv) BCCI has no country base, its management is treated as 
foreign in USA and therefore draws less sympathy. 


OPR OBJECTIVE AND APPROACH 


First objective is to have indictment dropped against the 
institution even before the case goes to trial. Some of the 
reasons to support such a request are reproduced below: - 


(i) Bank management had no knowledge of alleged unlawful 

activities of individual members of its staff and has 
offered full cooperation in this matter to concerned 
authorities. 


(ii) Mo institution however vigilant can possibly vouchsafe 

good conduct of each and every member of its staff - in 
this case nine out of nearly fourteen thousand. These 
nine officials can in no way be described as 
constituting senior management. 


(iii) It is the expressed policy of BCC to strictly observe 
rules and regulations in each of the 73 countries in 
which they operate. 

(iv) It is unthinkable that BCC with annual pre tax profit 

of nearly $200 million and a refreshing and impressive 
record of charitable activities ($13 million in 1985, 
$15 million in 1986 and $21 million in 1987) could have 
any attraction in earning around US dollars two hundred 
thousand by violating laws and risk its reputation and 
image so vital for its health and growth: Nor can it 

])• argued that an amount of $14 million (in alleged 
money laundering) could have enhanced the financial 
position of a $20 billion bank. 
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(v) BCCZ Holdings has no prasencs in U.S. and there is not 

svan a prima facia casa avan for indictment against it. 


(vi) BCCZ SA is marginal and tha only substantial 

prasanca/or connaction of staff concerned is with BCCI 
Overseas. Hare for tha reason given above a case for 
quashing tha indictment before trial should be built on 
non- involvement of tha institution in any form. 
Alleged wrongful or negligent action of individuals 
cannot be attributed to institutions unless there is a 
collaborative evidence of their involvement. 


Tha dropping of tha indictment against tha Bank before trial will 
also protect it from another round of adverse publicity during 
the trial period. 


Trial prejudiced by wide speculative adverse publicity in media 
(Charge of global money laundering, BCCZ named as chief 
defendant); gtltmtnt-gf US ai&tfitt Offjgjall (It is the first 
time as entire international financial institution and its 
important members are being indicted 1 * in a money laundering case; 
" (BCCZ) is not the vehicle but is complicit, in money 
laundering ". Institution was "prostituting, itself to money 
laundering". Zf you have crooks for customers you are a crook") 
and th. wild outbur.t of S.nator K.rrv "Kick than (BCCZ) out”. 
This is only the "tip of the iceberg", (BCCI) also involved in 
arms deals in the Middle East) • 


The Bank offered and has provided fullest cooperation to all 
authorities and is equally anxious to find out the truth and 
clear its name tarnished by wide unfair adverse publicity. 


The lawyers should advise if and when it will be advisable to sue 
for damages those who without justification or evidence, have 
levelled wild unsubstantiated charges against the institution. 
This has hurt the Banks image and reputation and has put at risk 
the interest of its depositors (over the million in number) and 
its legitimate business. 
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FOUR DIFFERENT ASPECTS OF THE CASE 


1. Legal Need is to engage eminent lawyers with 

professional competence in white collar crime and 
corporation experience and with political clout. 
If they make a plea it should command respect and 
attention and credibility. 


It may not be wise to rely on any single source 
for their engagement. 


They should be free of all prejudices. 


2. Regulatory Contact with Fed and all Regional and other 
Regulatory Agencies in countries concerned. 
Explaining correct position and perspective with 
offer of full cooperation. 


3. Public 

Relation Need is for 


- Explaining through media correct position and 
perspective. 


- Expose unfairness or discrimination. 


-Articles by known columnist providing correct 
perspective and subtle projection of BCCI and its 
positive accomplishment, including large 
charitable contributions. 

- Projection of positive image of BCCI through 
letters to editors in newspapers in different 
countries where its charitable/philanthropic 
activities have benefitted the sick, the poor 
and the youth. 


- Appearance of a senior BCCI official from 
central management on TV programs like Brinkleys 
of ABC. 
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- Some discussion of ths drug laundsring problem 
in TV progams like McLaughlin Group (NBC) and 
Inside Washington (CBS) and tha blovn out and 
unfair projection of the recent BCCI case. 


What is so far produced in the public is a well -drafted 
Advertisement in newspapers. Public Relations firm's other 
public activities are not known and the removal of the negatige 
image in the public created by adverse publicity demands a more 
immediate and persistent response. Delayed vindication will 
otherwise appear at an unobtrusive back page of newspaers and 
will receive little attention. 


4. political 

aspect 


Contact with Bush administration by friendly Arab 
countries and Pakistan. 


Activization of other contacts of well-connected 
persons known to us in USA. 


The pressure should be for a more objective and 
non-discriminatory treatment of the institution. 
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Mr. Chinoy. No, sir, I do not know anything about that. 

Senator Kerry. Have you ever seen this memo? 

Mr. Chinoy. No, sir, I’ve never seen it. In fact, in December c 
1988 I had surrendered myself. 

Senator Kerry. And you were in prison? . 

Mr. Chinoy. That’s right. 

Senator Kerry. So this is part of the defense effort that wa 
mounted, is that correct? 

Mr. Chinoy. It must have been, sir, but I’m not aware of it. It’ 
the first time I’m seeing it. 

Senator Kerry. OK. Let me just say a couple of things. 

First of all, you have testified here this morning about corrup 
tion, widespread corruption, corruption in Africa. You’ve testifie 
about laundered funds, about tax evasion schemes, kick-backs, ille 
gal letters of credit, prostitution, bribery, false invoicing, phon; 
loans and parking schemes, avoidance of banking regulations, an 
the illegal owning of banking institutions, illicit arms deals, an 
phony schemes for providing money for those deals, capital fligh 
schemes, fraudulent stock transactions, and so forth. It is an es 
traordinary litany of criminal activity. 

Senator Brown and I have both been following this and involve 
in it for some period of time, and we commented a few minutes ag 
that both of us are still amazed by the breadth of the activities tha 
this bank engaged in. 

I want to make it clear for the record, because you are going t 
be a witness in further legal proceedings, that the questions w 
have asked here today are knowingly asked with knowledge tha 
some of the answers are inadmissible in court under the standar 
rules of evidence. 

In addition to that, we are well aware — and I want the record t 
show it — that we have not probed every aspect of each of the area 
with vou because time doesn’t allow it and the procedure her 
doesn t allow it, so that no question from our perspective is unar 
swered by you in the sense that you didn’t provide us sufficien 
detail or something. 

We recognize that there is more detail. We recognize there i 
more you could have told us, and it is not as if you are someho\ 
withholding something from us today, or not telling something t 
us today. There simply isn’t time today, and this record cannot b; 
necessity reflect the breadth and detail that a criminal proceedin: 
in a courtroom would reflect. 

We would therefore caution anybody to try to suggest in any wa; 
that you have said one thing here and that you have amplified O] 
it or added to it elsewhere. We are well aware that there is greate 
detail and significantly more that you could have talked to u 
about today, and we have knowingly not probed into those areas 
Do you wish to comment with respect to that? 

Mr. Chinoy. Yes, sir. If further details are required, I can prc 
vide much more details. 

Senator Kerry. We are aware of that, and you have provide 
them to us. We have had meetings with the staff with you, and w 
are aware of that. I just want to make that part of the record wit] 
respect to any future proceedings, lest eager attorneys attempt t 
somehow suggest that this has been complete and that you some 
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how didn’t say something here that you might say elsewhere. We 
understand that, and we take your testimony today in full recogni- 
tion and understanding of that reality. 

Again, I want to thank the Justice Department, Assistant Attor- 
ney General Mueller and others for their cooperation. We are sen- 
sitive to their concerns about the legal process. This committee has 
no desire to somehow make that more difficult, and we recognize 
the real needs and we appreciate their cooperation here today. 

Senator Brown, do you have any closing comments? 

Senator Brown. No. 

Senator Kerry. If not, Mr. Chinoy, we appreciate your coming 
here today, and this committee will stand adjourned. 

Mr. Chinoy. Thank you, Senator. 

[Whereupon, at 12:43 p.m., the subcommittee adjourned, to recon- 
vene subject to the call of the Chair.] 
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